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INTRODUCTION 
Taxes have r i s e n  t o  unprecedented l e v e l s  i n  America, and t h e  
s t a t e  and l o c a l  t a x  b i l l  f o r  Colorado r e s i d e n t s  and business i s  no ex- 
cep t i on .  For t h e  f i r s t  t ime  i n  Colorado h i s t o r y ,  t h e  n e t  t a x  c o l l e c -  
t i o n s  o f  s t a t e  and l o c a l  governments, as o f f i c i a l l y  r epo r ted  by s t a t e  
agencies f o r  f i s c a l  yea r  1977, exceeded t he  $2 b i l l i o n  mark. Th i s  r e -
presented an average annual combined s t a t e - l o c a l  t a x  o f  about $2,000 
f o r  t h e  one m i l l i o n  households compr is ing t h e  p resen t  Colorado r e s i -  
den t  popu la t ion .  I n  t he  aggregate, s t a t e  and l o c a l  taxes have i n -  
creased by more than $870 m i l l i o n  s i nce  1972, t h e  f i s c a l  year  f o r  
which t h e  f i r s t  o f  these Colorado Tax P r o f i l e  s tud ies  was prepared 
f o r  t h e  Colorado L e g i s l a t i v e  Counci l .  I n  b r i e f ,  over  t h e  pas t  f i v e  
years  t o t a l  s t a t e  and l o c a l  n e t  t a x  c o l l e c t i o n s  have r i s e n  by app rox i -  
mate ly  75 percent ,  o r  a t  an average annual compounded r a t e  o f  12 pe r -  
cen t .  Th is  inc rease  i n  p a r t  r e f l e c t s  t h e  growth i n  t he  popu la t i on  o f  
t h e  s t a t e ,  b u t  l a r g e l y  must be a t t r i b u t e d  t o  t h e  p r i c e  i n f l a t i o n  o f  
r e c e n t  years coupled w i t h  a r i s e  i n  household nominal income be fo re  
t ax .  However, i t  i s  impo r tan t  t o  recognize t h a t  these f a c t o r s  --
changing demography, consumer p r i c e s  and household income -- a l s o  have 
s i g n i f i c a n t l y  a f f e c t e d  t h e  d i s t r i b u t i o n  o f  income as w e l l  as consump-
t i o n  pa t t e rns .  I n  t u r n ,  these developments have had an impact on t h e  
r e l a t i v e  t a x  burdens o f  Colorado households when c l a s s i f i e d  by low, 
m idd le  and h i g h  income ca tegor ies .  
The Colorado Tax P r o f i l e  Study, 1977, i s  t he  second o f  two 
r e p o r t s  which p rov ide  p r ima ry  da ta  and a n a l y s i s  o f  t h e  magnitude, 
composi t ion and burden e f f e c t s  o f  t he  o v e r a l l  Colorado s t a t e  and 
l o c a l  t a x  s t r u c t u r e  f o r  f i s c a l  year  1977.1' I t  i s  ma in ly  concerned 
w i t h  t he  d i s t r i b u t i o n  o f  s t a t e  and l o c a l  taxes among the  major  income 
1he i n i t i a l  r e ~ o r twas 1i m i t e d  t o  an anal v s i s  o f  t he  s t a t e  i n d i v i d u a l  
income t a x  r e t h r n s  f i l e d  i n  f i s c a l  y e a r  1977. See Colorado S t a t i s t i c s  
o f  Income, 1977, Colorado L e g i s l a t i v e  Counci l ,  Research P u b l i c a t i o n  
No. 230, December 1977. 
c lasses  compr is ing Colorado 's  r e s i d e n t  taxpayers.  I t  at tempts t o  an-
swer t he  f o l l o w i n g  bas i c  ques t ions :  
0 Who u l t i m a t e l y  pays the  Colorado t a x  b i  1l ?  
How much o f  t h e  s t a t e  and l o c a l  t a x  i s  borne 
d i r e c t l y  by r e s i d e n t  households? 
How much by t he  business community? 
0 What i s  t he  q u a n t i t a t i v e  importance o f  each o f  
t he  ma jo r  s t a t e  and l o c a l  taxes? 
e Measured a g a i n s t  income, what a r e  t h e  r e l a t i v e  
t a x  burdens o f  t h e  poor,  t he  midd le  c l ass ,  and 
h i g h  income groups? 
0 Which taxes a r e  most r eg ress i ve?  Most p ro -
g ress i  ve? 
How does t h e  s t a t e  t a x  burden compare w i t h  t he  
1ocal  burden? 
0 I s  the  Colorado t a x  s t r u c t u r e  as a whole r e -
g ress i ve  o r  p rogress ive?  
0 And f i n a l l y ,  what has happened t o  t h e  progres-
s i  v i  t y / r e g r e s s i  v i  t y  o f  t he  t a x  s t r u c t u r e  over  
r ecen t  yea rs?  
Notw i ths tand ing  convent ional  be1i e f s  r ega rd ing  the  a1leged  
i n e q u i t i e s  imbedded i n  t h e  s t a t e  and l o c a l  t a x  s t r u c t u r e ,  such bas i c  
ques t ions  as those l i s t e d  above cannot be answered o b j e c t i v e l y  w i t h -
o u t  develop ing a s e t  o f  e m p i r i c a l  data t h a t  p rov ide  a reasonably 
accurate d e s c r i p t i o n  o f  t h e  d i s t r i b u t i o n  o f  taxes under the  p resen t  
system. Thus, t he  economic impact o f  any proposed t a x  change cannot 
be f u l l y  eva l  uated w i t h o u t  d e t a i l e d  knowledge o f  t he  ac tua l  d i s t r i  bu-
t i o n  of s t a t e  and l o c a l  taxes.  I n  b r i e f ,  t h e  p r i n c i p a l  o b j e c t i v e  o f  
t h i s  s tudy i s  t o  develop a comprehensive " c u r r e n t  t a x  p r o f i l e "  which 
can be used by Colorado 's  i n t e r e s t e d  c i t i z e n s  , l e g i s l a t o r s  and pub1i c  
adm in i s t r a to r s  as t he  bas i s  f o r  assessing t h e  revenue and d i s t r i b u t i o n  
e f f e c t s  o f  t he  p resen t  t a x  s t r u c t u r e  as w e l l  as o f  any new t a x  proposals .  
SECTION I .  THE STATE-LOCAL TAX B U R D E N  
Although there has been no change in the statutory provi- 
sions of any of the major taxes, s t a t e  and local revenues have in- 
creased significantly in recent years as a resu l t  of the r i se  in the 
income and consumption expenditures of Colorado resident households. 
Whether measured in terms of reported net collections or on an ad-
justed l i a b i l i t y  basis,- 2 1  the growth in taxes during the past f ive 
years closely paralleled the growth in the s t a t e ' s  total  personal 
income and adjusted gross income.2 As shown in Table I ,  the total  
of combined s t a t e  and local taxes on the adjusted l i a b i l i t y  basis 
rose from $1,121.7 million in fiscal year 1972 to $1,951.4 million 
in f iscal  year 1977, an increase of 74 percent. However, the s t a t e  
tax l i a b i l i t y  alone increased by almost 79 percent during th is  
period, while local taxes rose by 70 percent. Nor were the in- 
creases uniform for the three major revenue sources -- income, 
sales and property taxes. On the s t a t e  level , the individual in-
come tax showed the largest growth, increasing by 113 percent, 
followed by the sales and corporate income taxes which rose 88 
and 73 percent, respectively. In marked contrast ,  the local prop-
er ty tax during th is  same period increased by only 59 percent, or 
s l ight ly  more than one-half of the r i se  in the s t a t e  income tax. 
Translated into average annual rates of growth, the comparative 
/.See Appendix A ,  Table A-I , for  a summary of of f ic ia l ly  reported 
s t a t e  and local net tax collections for  f iscal  years 1972-1977, 
and Table A-I1 for  a summary of these taxes for the same years 
adjusted to  a CTPS resident tax l i a b i l i t y  basis for  purposes of 
th is  stud.^.-
/colorado S ta t i s t i c s  of Income, 1977, Colorado Legislative Counci 1 ,  
Research Publication No. 230, December 1977, p .  4. 
increases i n  p r i c e s ,  income and taxes f o r  Colorado r e s i d e n t  households 
d u r i n g  the  pas t  f i v e  years  were as f o l l o w s :  
Percent  Increases f o r  
F i s c a l  Years 1972-77 
5 Year Average 
Pe r i od  Annual Rate 
Pr ices : 
BLS Consumer P r i c e  Index 45.1 7.7 
Income : 
Colorado Adjusted Gross Income 68.8 11.0 
Colorado Personal Income 74.7 11.8 
Taxes : 
Local  Proper ty  Tax 59.0 9.6 
S ta te  Corporate Income Tax 72.7 11.5 
S ta te  Sales and Use Tax 88.3 13.5 
S ta te  I n d i v i d u a l  Income Tax 112.9 16.3 
To ta l  Local  Taxes 
To ta l  S ta te  Taxes 
To ta l  State-Local  Taxes 74.0 11.7 
The t o t a l  n e t  t a x  c o l l e c t i o n s  f o r  a l l  s t a t e  and l o c a l  govern- 
mental j u r i s d i c t i o n s  i n  Colorado f o r  f i s c a l  yea r  1977 amounted t o  
$2,043.4 m i l l i o n .  S t a t e  taxes on a c o l l e c t i o n  bas is  as repo r ted  by 
t he  Department o f  Revenue and t h e  C o n t r o l l e r ' s  O f f i c e  were $1,009.2 
m i l l i o n  o r  almost 50 pe rcen t  o f  the  t o t a l  ./ Local  p rope r t y  taxes 
repo r ted  by t he  D i v i s i o n  o f  Proper ty  Taxa t ion  amounted t o  $791.1 m i l -
li o n  o r  39 percent ,  and a1 l o t h e r  l o c a l  taxes t o t a l e d  $243.1 m i l  l i o n  
o r  12 percent .  When measured on the  CTPS ad jus ted  l i a b i l i t y  bas is ,  
which more c l o s e l y  corresponds t o  t h e  a c t u a l  t a x  borne by Colorado 
res iden ts ,  the  t o t a l  o f  combined s t a t e - l o c a l  taxes amounted t o  $1,951.4 
m i l l i o n  i n  f i s c a l  y e a r  1977, o r  f i v e  percen t  l e s s  than the  repo r ted  c o l -  
l e c t i o n s .  The d i f f e r e n c e  o f  $92.0 m i l l i o n  between these two bases rep-  
resen ts  adjustments f o r  nontax revenues and nona l locab le  l e v i e s  such as 
' ~ x c lus ive  o f  s t a t e  i n h e r i t a n c e  and g i f t  taxes,  hun t i ng  and f i s h i n g  
1 icense fees and par i -mutue l  b e t t i n g  taxes which t o t a l e d  $48.2 m i 11 i o n  
i n  f i s c a l  yea r  1977. 
4 
TABLE I. SUMMARY OF COLORADO STATE AND LOCAL TAX LIABILITIES 
FISCAL YEARS 1972, 1975 AND 1977 
PercentF i s c a l  Year 
Increase 
1972 1975 1977 1972-1 977 
(Money amounts i n  m i l l i o n s  o f  d o l l a r s )  
S t a t e  Taxes 
I n d i v i d u a l  Income 
Sales and Use 
Highway User 
Corporate Income 
Other Business Taxes 
C i g a r e t t e  
A1 cohol ic Beverage 
To ta l  S ta te  Taxes 
Local  Taxes 
Proper ty  
Sales and Use 
Highway userg/ 
C i g a r e t t e  
Other Business Taxes 
To ta l  Local  Taxes 
S t a t e  and Local Taxes 
P rope r t y  $ 492.0 $ 607.6 $ 782.2 59.0% 
81dUseI n  come- 
c/Highway User- 

















Other Excise ~ a x e s ~ l  28.3 44.2 - 49.1 73.5 
To ta l  State-Local  Taxes $1,121.7 $1,547.0 $1,951.4 74.0% 
& / ~ e ~ r e s e n t s p e c i f i c  ownership t ax .  

b / ~ n c l  udes s u r t a x  and corpora te  income t a x ,  exc ludes o i l  and gas t ax .  

C / ~ n c l  udes l o c a l  s p e c i f i c  ownership tax .  

d / ~ n c l  udes insurance, severance, co rpora te  f r anch i se ,  occupat ion, 

miscel laneous r e g u l a t o r y  business taxes. 
:/cigarette and a1 cohol i c  beverage taxes. 
penal t i e s ,  i n t e r e s t  and aud i t  def ic iencies ;  non-resident income, s a l e s  
and excise tax col lec t ions  ; old age property t ax  c red i t s  ; the excess of 
income tax col lec t ions  over l i a b i l i t i e s ;  and vendor discounts on r e t a i l  
s a l e s ,  motor fuel and c iga r e t t e  tax col lec t ions .  The do l la r  amounts of 
these adjustments were a s  fol  1 ows:- 51 
In Millions 
Excl usi on of :  
Nontax and nonallocable revenues $14.0 
Non-resi dent tax col lect ions and c red i t s  56.8 
Excess of col lec t ions  over l i a b i l i t i e s  40.0 
Inclusion of:  
Vendor discounts on tax  col lec t ions  -18.8 
Total Adjustments $92.0 
The r e l a t i ve  importance of each of the major tax categories 
on t h i s  adjusted basis  i s  shown in Chart I and the tabulat ion below: 
Percent Distr ibution 
Total S ta te  Local 
Taxes Taxes Taxes 
Property Tax 40.1 -- 77.2 
Sales and Use Tax 25.5 35.5 16.3 
Individual Income Tax 17.0 35.4 --
Corporate Income Tax 3.0 6.1 --
Highway User Tax 7.9 14.6 1.6 
Other Business Taxes 4.0 4.7 3.4 
Cigaret te Tax 1.6 1 .8  1.5 
Alcoholic Beverages Tax .9 1.9 --
Total 100.0 100.0 100.0 
The -local property tax  l i a b i l i t y  of $782.2 mill ion,  net of 
$8.9 million of s t a t e  old age property tax  c r e d i t s ,  continued t o  be 
the l a rges t  s ing le  revenue source i n  the s t a te - loca l  tax s t ruc tu re .  
However, r e l a t i ve ly  i t  was not as large as in f i s ca l  year 1972. In 
1977, i t  accounted f o r  s l i g h t l y  more than 40 percent of the combined 
s ta te- local  tax  l i a b i l i t y  and 77 percent of t o t a l  local revenues, 
he reconci 1 i a t ion  of the reported tax  col lec t ions  w i t h  the adjusted 
tax  l i a b i l i t i e s  on the s t a t e  level i s  shown i n  Appendix A, Table A-3, 
and on the local level i n  Table A-4. 
CHART I.T H E  COLORADO STATE A N D  LOCAL T A X  DOLLAR,  
F I S C A L  Y E A R  1977 
STATE T A X  L O C A L  TAX 
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whereas five years e a r l i e r  the respective rat ios  were 44 percent and 
83 percent. In br ie f ,  again i t  i s  evident tha t  the percentage increase 
in the total  property tax for  the s t a t e  as a whole has been considerably 
less  than e i ther  the s t a t e  sales  or income tax, and i t s  relative impor- 
tance on the local level continues to  decline. 
The combined state-local re ta i l  sales and use tax ranked 
next in importance. In f iscal  year 1977, i t  amounted to  $498.2 million, 
net of $16.5 million of s t a t e  food tax credi ts .  As such, the sales tax 
accounted for 25 percent of the total  resident tax l i a b i l i t y ,  35 per- 
cent of total  s t a t e  taxes, b u t  only 16 percent of the local tax share. 
The comparable rat ios  for  f iscal  year 1972 were 22 percent, 34 percent 
and 12 percent, respectively. 
The s t a t e  income tax represented the third of the "big three" 
taxes levied by Colorado governments. On the s t a t e  level ,  i t  ranked 
f i r s t  and actually exceeded the sales and use tax. In fiscal year 
1977, the total  income tax amounted to  $390.0 million on a l i a b i l i t y  
basis, of which the corporate income tax represented $57.5 million 
and the resident individual income tax amounted to  $332.5 million. 
The non-resident portion of the s t a t e  individual income tax continued 
to  be comparatively small, amounting to  $2.1 million or about one-half 
of one percent of the to t a l .  The individual income tax alone accounted 
for  17 percent of the state-local tax total  and 35 percent of the s t a t e  
tax burden, whereas in f iscal  year 1972 the respective rat ios  were only 
14 and 30 percent. On the other hand, the relat ive significance of the 
s t a t e  corporate income tax has remained unchanged during this  period. 
In f iscal  year 1977 i t  accounted for three percent of the combined 
state-local taxes, and s ix  percent of the total  s t a t e  tax l i ab i l i t y .  
The highway user tax category includes s t a t e  motor fuel and 
ton-mile taxes and motor vehicle and operators license fees as we1 1 as 
the local government specif ic  ownership tax. These levies totaled 
$153.5 million, or less than eight percent of the total  state-local 
tax 1 iabi 1i ty. On the s t a t e  level,  the highway user taxes accounted 
for s l ight ly less than 15 percent in 1977 compared with 21 percent for 
1972. The decrease in the relative importance of these levies,  in 
p a r t  may r e f l e c t  t he  motor ing  p u b l i c ' s  response t o  h i ghe r  energy 
p r i c e s  and conserva t ion  p r a c t i  ces i n  r ecen t  years.  
Other business taxes represen t  a l l  business taxes and fees, 
o t h e r  than the  corpora te  income and the  share o f  t he  sa les,  p r o p e r t y  
and highway user taxes p a i d  by business f i r m s .  I t  inc ludes  t h e  o i l  
and gas p roduc t ion  tax ,  o t h e r  severance taxes,  t h e  employer 's share 
o f  t h e  Denver occupat ion t a x ,  insurance, f r a n c h i s e  and u t i l i t y  taxes 
and miscel laneous r e g u l a t o r y  fees.  I n  f i s c a l  yea r  1977, these taxes 
amounted t o  $78.4 m i l l i o n  and s i nce  1972 have averaged about f o u r  pe r -  
cen t  o f  t he  t o t a l  s t a t e - l o c a l  t a x  l i a b i l i t y .  However, on t he  s t a t e  
l e v e l  these sundry business taxes amounted t o  $43.9 m i l l i o n  and have 
averaged almost f i v e  percent .  
C i g a r e t t e  and a l c o h o l i c  beverage taxes con t inue  t o  be quan- 
ti t a t i v e l y  the l e a s t  impor tan t .  On a combined s t a t e - l o c a l  bas is  t hey  
amounted t o  $49.1 m i l l i o n .  Since 1972 these exc ises  have averaged 
l e s s  than t h ree  percen t  o f  t he  t o t a l  t a x  l i a b i l i t y .  The c i g a r e t t e  
t a x  a lone has averaged l e s s  than two percent ,  and t he  a l c o h o l i c  
beverage t a x  l e s s  than one percent .  
SECTION 11. THE DIRECT AND INDIRECT TAX ALLOCATION 
A d i s t i n c t i o n  i s  o f t e n  made between t he  " impact"  and " i n c i -  
dence" o f  a  t a x  -- t h e  former  i s  where t h e  t a x  i s  l e g a l l y  imposed, t he  
l a t t e r  where t h e  t a x  f i n a l l y  comes t o  r e s t .  T h e o r e t i c a l l y ,  the  i n c i -  
dence o f  a1 1 taxes a re  borne by i n d i v i d u a l s .  However, i t  i s  use fu l  t o  
i n i t i a l l y  c l a s s i f y  taxes i n t o  t he  two general  ca tegor ies  o f  households 
( o r  d i r e c t )  taxes and business ( o r  i n d i r e c t )  taxes s ince  t he  d i s t r i b u -  
t i o n  o f  taxes r e q u i r e s  s p e c i f i c  s h i f t i n g  assumptions w i t h  regard  t o  
t h e i r  f i n a l  inc idence.  
S h i f t i n g  Assumptions 
Household taxes a r e  de f i ned  f o r  purposes o f  t h i s  s tudy as 
those d i r e c t l y  l e v i e d  o r  s h i f t e d  t o  i n d i v i d u a l s  compr is ing the  house- 
ho ld  u n i t  and g e n e r a l l y  a re  based on t he  ea rn ing  o f  income, the pur -  
chase o f  consumer goods and serv ices ,  o r  t h e  ownership o f  p a r t i c u l a r  
forms o f  wea l th  (e. g. , r e a l  e s t a t e ) .  I n  t h i s  sense, d i r e c t  taxes i n -
c lude  t h e  i n d i v i d u a l  income tax ,  r e t a i l  sa l es  t ax ,  consumer exc ises 
and t h e  r e s i d e n t i a l  p r o p e r t y  t ax .  The householder cannot s h i f t  such 
d i r e c t  taxes t o  o the rs  through t he  p r i c i n g  system. I n  con t ras t ,  i t  
i s  assumed t h a t  i n d i r e c t  taxes,  those imposed on business f i rms ,  a re  
e i t h e r  s h i f t e d  fo rward  t o  i n d i v i d u a l s  as consumers o r  borne by the  
owners o f  resources s i nce  such taxes represen t  business costs  t h a t  
u l t i m a t e l y  a re  r e f l e c t e d  i n  market p r i c e s  o r  reduced a f t e r - t a x  p ro -  
f i t s  , div idends o r  u n d i s t r i b u t e d  corpora te  earn ings.  The co rpo ra t i on  
income tax ,  highway user  and sa les  taxes p a i d  by business f i r m s  on 
t h e i r  purchases, severance taxes and a l l  o t h e r  f r anch i se  and regu la -  
t o r y  business taxes f a l l  i n t o  t he  i n d i r e c t  category.- 6/ 
It should be f u r t h e r  noted t h a t  i n  d e r i v i n g  r e s i d e n t  t a x  
burdens f o r  a  p a r t i c u l a r  s t a t e ,  i t  i s  p r a c t i c a l l y  imposs ib le  on an 
emp i r i ca l  bas is  t o  determine t he  amount o f  business taxes expor ted  
6 / ~ e e  Appendix A  f o r  t h e  methodology and assumptions used f o r  t he  
a1 l o c a t i o n s  o f  s p e c i f i c  taxes between households and business. 
o r  impor ted by f i rms engaged i n  i n t e r s t a t e  commerce. As i n  t he  1975 
s tudy,  i t  has been assumed t h a t  t h e  e x p o r t  o f  Colorado s t a t e  and l o c a l  
business taxes has been approx imate ly  balanced by t h e  impo r t  o f  taxes 
f rom s t a t e  and l o c a l  j u r i s d i c t i o n s o u t s i d e  Colorado. A s i m i l a r  o f f -  
s e t t i n g  assumption i s  n o t  r e q u i r e d  w i t h  regard  t o  the  d i r e c t  t a x a t i o n  
o f  non-res idents .  As i n d i c a t e d ,  an es t ima te  o f  t h e  Colorado taxes p a i d  
by non-res idents  (e.g. , t o u r i s t s  i n  Colorado) has been excluded f rom 
t h e  ad jus ted  t o t a l s  o f  s t a t e  and l o c a l  taxes. S i m i l a r l y ,  taxes p a i d  
elsewhere by Colorado r e s i d e n t s  as o u t - o f - s t a t e  t o u r i s t s  a re  n o t  con- 
s i de red  p a r t  o f  t he  Colorado t a x  burden s i nce  t hey  a re  n o t  imposed by 
Colorado j u r i s d i c t i o n s .  
Taxes on Households and Business 
Based on the  above assumptions, t h e  a l l o c a t i o n  o f  Colorado 
s t a t e  and l o c a l  taxes between those l e v i e d  on r e s i d e n t  households and 
those on business f o r  f i s c a l  yea r  1977 i s  shown i n  Table I1  and Char t  11. 
On the  ad jus ted  bas is ,  t he  combined s t a t e - l o c a l  t a x  on r e s i d e n t  house- 
ho lds  and business t o t a l e d  $1,951.4 m i l l i o n .  O f  t h i s  amount, $1,183.0 
m i l  l i o n  o r  t h r e e - f i f t h s  was c l a s s i f i e d  as d i r e c t  household taxes, and 
$768.4 m i l l i o n  o r  t w o - f i f t h s  as i n d i r e c t  business taxes. 
The p rope r t y  t a x  con t inued  t o  represen t  t he  l a r g e s t  s i n g l e  
l e v y  i n  bo th  ca tegor ies .  The r e s i d e n t i a l  p r o p e r t y  t a x w a s  es t imated  
t o  be $382.0 m i l l i o n  o r  32 percen t  o f  t o t a l  d i r e c t  taxes. Th is  1977 
r a t i o  was markedly s m a l l e r  than t he  39 percen t  r a t i o  est imated f o r  
f i s c a l  yea r  1972. On t he  o t h e r  hand, the  n o n - r e s i d e n t i a l  p r o p e r t y  
-t a x  amounted t o  $400.2 m i l l i o n  o r  52 percen t  o f  the  t o t a l  taxes on 
business. Th is  was o n l y  s l i g h t l y  l e s s  than t h e  53 percen t  r a t i o  e s t i -  
mated f o r  1972. The s t a t e  i n d i v i d u a l  income t a x  was q u a n t i t a t i v e l y  
t h e  nex t  most impor tan t  t a x  l e v i e d  d i r e c t l y  on Colorado r e s i d e n t  t a x -  
payers. It amounted t o  $332.5 mi 1 l i o n  o r  28 percen t  o f  the  1977 t o t a l  
d i r e c t  t a x  burden compared t o  24 percen t  i n  1972. The s t a t e  corpora te  
income t a x  amounted t o  $57.5 m i l l i o n  and accounted f o r  l e s s  than e i g h t  
pe rcen t  o f  the combined s t a t e - l o c a l  taxes imposed on business -- t h e  
same r a t i o  as f o r  1972. F i n a l l y ,  s t a t e  and l o c a l  s a l e s  and use taxes  
l e v i e d  on r e s i d e n t  households were es t imated  t o  be $329.4 m i l l i o n  o r  
TABLE 11. SUMMARY OF MAJOR TAXES ON 

COLORADO HOUSEHOLDS AND BUSINESS, 

FISCAL YEAR 1977 

S t a t e  Local  To ta l  
Taxes Taxes Taxes 
A. Money amounts i n  thousands o f  do1 l a r s :  
Taxes on Households ( D i r e c t )  
Res iden t i a l  P roper ty  $ -- $ 382,026 $ 382,026 
I n d i  v i  dual Income 332,548 -- 332,548 
Sales and Use 21 8,696 110,700 329,396 
Highway user&/ 78,473 11,331 89,804 
C iga re t t e  16,831 14,818 31,649 
L iquor  17,530 - - 17,530 
To ta l  D i r e c t  Taxes $664,078 $ 518,875 $1,182,953 
Taxes on Business ( I n d i r e c t )  
Non- res iden t ia l  P rope r t y  $ -- $ 400,154 $ 400,154 
Sales and Use 114,365 54,414 168,779 
Highway user%/ 58,802 4,856 63,658 
Corporate Income 57,473 -- 57,473 
Other Business Taxes 43,848 34,515 78,363 
To ta l  I n d i r e c t  Taxes $274,488 $ 493,939 $ 768,427 
To ta l  Resident Taxes 
B. Percentage d i s t r i b u t i o n :  
Taxes on Househol ds (D i  r e c t  ) 
Resi d e n t i  a1 Proper ty  

I n d i v i d u a l  Income 





C i g a r e t t e  

L i quo r  

To ta l  D i r e c t  Taxes 
-Taxes on Business ( I n d i r e c t )  
Non-resi d e n t i a l  P rope r t y  -- % 81 .O% 52.1% 
Sales and Use 41.7 11 .O 22.0 
Highway user&/ 21.4 - - 7.6 
Corporate Income 20.9 - - 7.5 
Other Business Taxes 16.0 8.0 10.8 
To ta l  I n d i r e c t  Taxes 100.0% 100.0% 100.0% 
3/1ncl  udes s p e c i f i c  ownership tax .  
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28 percen t  of t h e  t o t a l  d i r e c t  t a x  burden compared w i t h  a  23 pe rcen t  
r a t i o  f o r  1972. On t h i s  bas is ,  the  " b i g  t h r e e "  -- t h e  r e s i d e n t i a l  
p rope r t y ,  i n d i v i d u a l  income and r e t a i  1  sa les  taxes -- represented 
s l i g h t l y  more than 88 pe rcen t  of the  combined s t a t e - l o c a l  t a x  burden 
imposed d i r e c t l y  on Colorado r e s i d e n t  taxpayers i n  f i s c a l  yea r  1977. 
On t h e  s t a t e  l e v e l ,  taxes amounting t o  $664.1 m i l l i o n ,  o r  
71 percen t  o f  t h e  ad jus ted  s t a t e  t o t a l ,  were c l a s s i f i e d  as d i r e c t  
household taxes. O f  t h i s  amount, t he  i n d i v i d u a l  income t a x  a lone 
( i n c l u s i v e  o f  s u r t a x )  represented 50 percent ,  w h i l e  r e t a i  1  sa les  
and highway user  taxes accounted f o r  33 and 12 percent,  r e s p e c t i v e l y .  
And as noted above, because o f  the  energy s i t u a t i o n ,  highway user  
taxes were s i g n i f i c a n t l y  below the  1972 r a t i o  o f  20 percent .  The 
o t h e r  s t a t e  exc i se  taxes l e v i e d  d i r e c t l y  on r e s i d e n t  households were 
t h e  c i g a r e t t e  and a l c o h o l i c  beverage taxes which t oge the r  amounted t o  
about $34.4 m i l l i o n ,  o r  f i v e  percen t  o f  the  t o t a l .  S ta te  taxes on 
business were es t imated  t o  be $274.5 m i l l i o n ,  o r  29 percen t  o f  t he  
t o t a l  s t a t e  t a x  burden. Q u a n t i t a t i v e l y  t he  most impo r tan t  s t a t e  t a x  
l e v i e d  on business was t h e  a l l o c a t e d  p o r t i o n  o f  t he  sa les  and use 
t a x  -- i t  accounted f o r  a lmost  42 pe rcen t  o f  t h e  t o t a l .  Business 
highway user taxes and t h e  corpora te  income t a x  ranked n e x t  i n  i m -
portance, each rep resen t i ng  21 percen t  o f  t h e  t o t a l .  A11 o t h e r  s t a t e  
business taxes, such as insurance,  co rpora te  f r anch i se ,  severance and 
o t h e r  r e g u l a t o r y  taxes,  accounted f o r  s l i g h t l y  l e s s  than 16 percen t  
o f  the  t o t a l .  
On t he  l o c a l  l e v e l  , taxes were d i v i d e d  more equa l l y  between 
households and business -- d i r e c t  household taxes were es t imated  t o  be 
$518.9 m i l l i o n ,  o r  51 percen t  o f  t he  t o t a l ,  w h i l e  t h e  i n d i r e c t  business 
p o r t i o n  was es t imated  t o  be $493.9 m i l l i o n .  Because o f  t he  overwhelni- 
i n g  s i g n i f i c a n c e  o f  t h e  p r o p e r t y  t ax ,  t h e  a l l o c a t i o n  o f  t o t a l  l o c a l  
taxes between households and business e s s e n t i a l l y  r e f l e c t s  t he  c l a s s i -  
f i c a t i o n  o f  t he  p r o p e r t y  t a x  i n t o  r e s i d e n t i a l  and non - res iden t i a l  ca te -
gor ies .  It was es t imated  t h a t  the  a c t u a l  and imputed p rope r t y  taxes 
on owner-occupied and ren te r -occup ied  res idences t oge the r  accounted 
f o r  almost 74 pe rcen t  o f  t he  t o t a l  l o c a l  taxes l e v i e d  d i r e c t l y  on 
resident households. And in the case of the non-residential property 
tax,  the ra t io  was even larger -- 81 percent of the total  local tax 
levied on the business community. 
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SECTION 111. A PROFILE OF THE DISTRIBUTION OF COLORADO TAXES 
The distribution of the Colorado s t a t e  and local tax l i a b i l i -  
t i e s  of resident households, classified by major income categories, i s  
presented in Tables I11 through V .  In the ea r l i e r  companion study, 
Colorado S ta t i s t i c s  of Income, 1977, data on the number of resident 
taxpayers, household income and s ta te  individual income tax l i a b i l i -  
t i e s  were analyzed in de ta i l .  
Income Concepts 
This sub-section indicates some of the basic concepts and 
adjustments required for  the derivation of the income measures used 
in the analysis of tax burdens. Because Colorado does not have a 
"split-income" provision for  married taxpayers, about one-third o f  
a1 1 individual income tax returns f i  led were "married-separate" re-
turns. For the purposes of th is  study, the "married-separate" re-
turns of husband and wife were merged and treated as a single return 
in order to  obtain a more accurate picture of the distribution of 
household income and taxes. Also, a l l  non-resident tax returns and 
a number of resident single returns f i led  by persons who had been 
taken as exemptions on the i r  parent's returns were excluded. The 
l a t t e r  primarily represented students and other youngsters living 
a t  home who had f i l ed  for  withholding refunds.- 71 
On the corrected basis, the adjusted gross income reported 
on the resident tax returns f i led  in f iscal  year 1975 amounted to  
$12,583 mi 11 ion. I t  represented 75.7 percent of the corresponding 
1976 s t a t e  personal income of $16,632 million estimated by the U.S. 
Department of ~ o m e r c e . ~The difference of $4 bil l ion between these 
two measures i s  partly due to  the fac t  that  about eight percent of 
' /~hese  returns accounted for 1.01 percent of the total  adjusted 
gross income and 0.28 percent of the total  normal tax l i ab i l i t y .  
See Colorado S ta t i s t i c s  of Income, 1977, Colorado Legislative 
Counci 1 ,  Research Pub1 ication No. 230, December 1977. 
~ u . s .Department of Commerce, Survey of Current Business, August 1977. 
Colorado households are n o t  required to  f i l e  regular s t a t e  income tax 
returns because of the i r  low income status . /  However, i t  mainly re-
f l ec t s  conceptual differences between the economic and statutory defi-  
ni tions of income. The 1a t t e r  (adjusted gross income) excludes various 
forms of tax exempt money income and nontaxable transferincome such as 
payments for pub1 i c  we1 fare ,  social security,  unemployment compensation 
and portions of private pension and retirement income. On the other 
hand, the economic concept of household income ( the Department of 
Commerce personal income measure) includes in addition to the above 
money transfer payments sundry forms of imputed income such as the 
estimated rental value of owner-occupied residences , imputed in teres t  
and employer contributions to  pension funds. 
In order to  obtain an alternative income measure for  tax 
burden analysis which more closely corresponds to  the conventional 
concept of income, an adjusted broad income measure was developed 
for  the original 1972 Colorado Tax Profile Study. This measure i s  
narrower than the personal income concept in tha t  i t  excludes a l l  
forms of imputed income, b u t  broader than adjusted gross income 
since i t  includes an estimate of the nontaxable money transfer pay- 
ments as well as tax exempt in te res t  and dividends and that  part of 
realized capital gains not reported on tax r e t u r n s . l g  On an overall 
basis,  the total  adjusted broad income for Colorado resident taxpayers 
was estimated to  be $15,135 million, or almost 20 percent larger than 
the corresponding adjusted gross income for  f iscal  year 1977. The 
difference between these two income measures in f iscal  year 1972 was 
only 13 percent, and in f iscal  year 1975 s l ight ly  less than 16 per- 
cent .-111 
The more rapid rate  of growth in the adjusted broad income 
of Colorado's resident households relat ive to  the increase in adjusted 
gross income reported on tax returns i s  mainly due to  the unprecedented 
'Such households, however, f i l e  returns for  the food sales tax credi t  
and are included in the broad income analysis. 
E l s e e  Appendix B for  a description of the derivation of the adjusted 
broad income measure. 
U'See Colorado Tax Profile Studies for  1972 and 1975. 
r i s e  i n  Colorado personal  t r a n s f e r  income -- 122 pe rcen t  s i nce  f i s c a l  
year  1972.12' Q u a n t i t a t i v e l y ,  t he  t o t a l  amount o f  t r a n s f e r  payments 
i nc l uded  i n  the  1977 ad jus ted  broad income measure was approx imate ly  
t h r e e  t imes l a r g e r  than t h e  amount i n c l u d e d  t o  represen t  t a x  exempt 
forms of non- t rans fe r  money income. Thus t he  l a r g e s t  r e l a t i v e  a d j u s t -  
ments r e q u i r e d  t o  p l ace  t h e  r e s i d e n t  households on a  broad income 
bas is  were made f o r  those i n  t h e  lowes t  income ca tegor ies  s ince  
they  were t he  ma.jor r e c i p i e n t s  o f  nontaxable money t r a n s f e r  income. 
Conversely, adjustments f o r  e x c l  uded non - t r ans fe r  money income were 
l a r g e s t  f o r  taxpayers i n  t he  upper income s t r a t a  s i nce  they  were t h e  
p r i n c i p a l  b e n e f i c i a r i e s  o f  t h e  p r e f e r e n t i a l  t rea tment  accorded c a p i t a l  
gains,  i n t e r e s t  and d iv idends  under t he  s t a t e  income tax .  I n  t he  f o l -  
l ow ing  sec t i ons  o f  t h i s  r e p o r t ,  t he  comparat ive t a x  burdens o f  Colorado 
r e s i d e n t  households a re  presented i n  terms o f  bo th  ad jus ted  gross and 
ad jus ted  broad income. I t  i s  ev iden t ,  however, t h a t  t he  l a t t e r  i s  t h e  
more app rop r i a te  and meaningful  bas is  f o r  e v a l u a t i n g  t he  d i s t r i b u t i o n a l  
e f f e c t s  o f  t he  Colorado s t a t e  and l o c a l  t a x  s t r u c t u r e s .  
D i s t r i b u t i o n  o f  Households , Income and Taxes 
I n  f i s c a l  yea r  1977, more than one m i l l i o n  Colorado r e s i d e n t  
households f i l e d  income t a x  r e t u r n s  -- 952,211 households f i l e d  r e g u l a r  
r e t u r n s  and 76,926 low income households f i l e d  r e t u r n s  i n  o rde r  t o  ob- 
t a i n  food sa les  t a x  c r e d i t  refunds. The l a t t e r ,  a l though n o t  sub jec t  
t o  income t a x a t i o n ,  a re  i n c l u d e d  i n  the  a n a l y s i s  s i nce  they  a l s o  a r e  
burdened w i t h  sa les ,  exc i se  and p rope r t y  taxes,  and a l s o  a re  r e c i p i -
en ts  o f  p a r t  o f  t he  t r a n s f e r  income i nco rpo ra ted  i n  t he  s t a t e  broad 
income measure . 
Table I 1 1  presents  t he  t o t a l  d o l l a r  amounts o f  s t a t e  and 
l o c a l  taxes on a r e s i d e n t  l i a b i l i t y  bas is ,  as w e l l  as the  t o t a l  d o l l a r  
amounts o f  household income i n  terms o f  bo th  ad jus ted  gross and broad 
-'survey o f  Cur ren t  Business, August 1974 and 1977. The growth i n  
Colorado t r a n s f e r  payments f o r  the  two yea r  p e r i o d  between f i s c a l  
years  1975 and 1977 was 36 percent ,  a r a t e  s i g n i f i c a n t l y  above t he  
19 percen t  growth i n  ad jus ted  gross income f o r  t he  same per iod .  
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$1 5,000 
t o  $25,000 
$25,000 
and Over Total  
(Money amounts i n  thousands of do1 l a r s )  
Number of 
















Adjusted Gross Income 
Adjusted Broad Income 
Direc t  Taxes on Households : 
S t a t e  Taxes 
Indiv idual  Income 
S a l e s  and Use 
Highway User 
C iga re t t e  
A1 coho1 i c Beverage 
Total  
Local Taxes 
Res i dent i  a1 Proper ty  
Sa l e s  and Use 
C iga re t t e  
S p e c i f i c  Ownership 
Total  
Tota l  Direc t  Taxes 
I n d i r e c t  Taxes on Households : 
S t a t e  Business Taxes 













Tota l  I n d i r e c t  Taxes 113,586 125,966 136,066 230,106 162,703 768,427 
Total  S t a t e  and Local Taxes: 
S t a t e  Taxes ( D i r e c t  & I n d i r e c t )  













Total  State-Local  Taxes $ 240,345 $ 300,543 $ 334,239 $ 599,028 $ 477,225 $ 1,951,380 
Addendum: 
Federal Indiv idual  Income Taxes $ 19,467 $ 125,134 $ 211,920 $ 498,907 $ 837,105 $ 1,692,533 
d ~ a s e don ad jus t ed  g ros s  income 
Y I n c l u d e s  76,926 r e s i d e n t  households which f i l e d  r e t u r n s  f o r  food t a x  c r e d i t  only .  
income, f o r  each o f  t h e  f i v e  major  income c lasses .  The r e l a t i v e  t a x  
burden comparisons -- t h e  " c u r r e n t  t a x  p r o f i l e s "  -- a re  developed on 
t h e  bas is  of these data.  
The l a r g e s t  s i n g l e  s t a t e  t a x  l e v i e d  on t he  two lowest  income 
c lasses which t oge the r  comprise more than one -ha l f  o f  a l l  r e s i d e n t  
households (incomes under $10,000) con t inued  t o  be t he  r e t a i l  sa les  
t a x  which amounted t o  $65.9 m i l l i o n ,  o r  a lmost  48 percen t  of t h e i r  
t o t a l  d i r e c t  s t a t e  t a x  burden. I n  c o n t r a s t ,  f o r  households w i t h  i n -  
comes of $10,000 o r  more t he  s t a t e  income t a x  was q u a n t i t a t i v e l y  the  
l a r g e s t .  I t  amounted t o  $296.2 m i l l i o n  o r  56 pe rcen t  o f  t h e i r  t o t a l  
s t a t e  t a x  l i a b i l i t y .  On the  l o c a l  l e v e l ,  as expected, t he  r e s i d e n t i a l  
p rope r t y  t a x  of $382.0 m i l l i o n  accounted f o r  a lmost  t h ree - fou r t hs  of 
the  d i r e c t  l o c a l  t a x  burden f o r  a1 1  income ca tego r i es .  The percentage 
d i s t r i b u t i o n s  o f  t h e  combined s t a t e - l o c a l  taxes f o r  households w i t h  i n -  
comes below and above $10,000, c l a s s i f i e d  by type  o f  tax ,  i s  shown i n  
t he  f o l l o w i n g  t a b u l a t i o n :  
Percent  D i s t r i b u t i o n  o f  D i r e c t  
Taxes f o r  Households w i t h  A G I  
Be1 ow $1 0,000 
$1 0,000 o r  More 
Res iden t i a l  P rope r t y  Tax 40.2 29.6 
Sales and Use Taxes 33.0 26.1 
I n d i v i d u a l  Income Tax 12.1 33.6 
Highway User Taxes 
Other Exc ise Taxes- a/ 
a / ~ i g a r e t t e  and a1 coho1 ic beverage taxes.  
The percentage d i s t r i b u t i o n s  of t he  Colorado r e s i d e n t  t ax -  
payers,  household income and s t a t e  and l o c a l  taxes, c l a s s i f i e d  by t h e  
f i v e  major income ca tego r i es ,  a re  shown i n  Table I V  and Chart  111. A 
comparison o f  the  d i s t r i b u t i o n  of t h e  households and income prov ides  
an approximate measure o f  t he  degree of income i n e q u a l i t y  i n  the  s t a t e .  
The taxpayers compr is ing t h e  t o p  income st ra tum,  w i t h  ad jus ted  gross 
incomes o f  $25,000 o r  more, represented o n l y  10 percen t  o f  t he  house- 
ho lds b u t  accounted f o r  about 30 percen t  o f  t h e  t o t a l  r epo r ted  income; 
TABLE I V .  PERCENTAGE DISTRIBUTION OF COLORADO RESIDENT TAXPAYERS, 
INCOME AND MAJOR TAXES, CLASSIFIED BY MAJOR INCOME CATEGORIES, 
FISCAL YEAR 1977 
M a j o r  Income Classes- a/ 
Under $5,000 $10,000 $1 5,000 $25,000 
$5,000 t o  $10,000 t o  $15,000 t o  $25,000 and Over T o t a l  
Number o f  Res iden t  Taxpayers 25.6 22.8 17.8 22.9 10.9 100.0 
Number o f  Res iden t  Households- b /  31.1 21.1 16.5 21.2 10.1 100.0 
Taxpayers Income: 
Ad jus ted  Gross Income 
~ d j u s t e d  Broad  Income 9.1 14.0 16.4 30.7 29.8 100.0 
D i r e c t  Taxes on Households: 
S t a t e  Taxes 
I n d i v i d u a l  Income 2.2 8.7 14.0 33.2 41.9 100.0 
Sales and Use 14.0 16.1 17.9 31.2 20.8 100.0 
Highway User  12.2 17.4 20.3 32.7 17.4 100.0 
C i g a r e t t e  19.1 20.0 19.8 29.0 12.1 100.0 
A1 coho1 ic Beverage 14.0 17.3 18.8 33.4 16.5 100.0 
T o t a l  
Loca l  Taxes 
R e s i d e n t i  a1 P r o p e r t y  
Sales and Use 
C i g a r e t t e  
S p e c i f i c  Ownership 
T o t a l  
T o t a l  D i r e c t  Taxes 
I n d i r e c t  Taxes on Households : 
S t a t e  Business Taxes 
Local  Business Taxes 15.3 16.5 17.6 30.0 20.6 100.0 
T o t a l  I n d i r e c t  Taxes 14.8 16.4 17.7 29.9 21.2 100.0 
T o t a l  S t a t e  and L o c a l  Taxes: 
S t a t e  Taxes ( D i r e c t  & I n d i r e c t )  9.7 13.7 16.8 31.6 28.2 100.0 
Loca l  Taxes ( D i r e c t  & I n d i r e c t )  14.7 17.0 17.5 29.8 21 .O 100.0 
T o t a l  S t a t e - L o c a l  Taxes 12.3 15.4 17.1 30.7 24.5 100.0-
Addendum: 
Federa l  I n d i v i d u a l  Income Taxes 
- - --- 
d ~ a s e don a d j u s t e d  g ross  income. 
b / ~ n c l u d e s  r e s i d e n t  households w h i c h  f i l e d  r e t u r n s  f o r  f o o d  t a x  c r e d i t  o n l y .  

while the  poorest households, those in the lowest s tratum with adjusted 
gross incomes of $5,000 o r  l e s s ,  represented 31 percent  of a l l  house- 
holds but accounted f o r  only about f i v e  percent  of the  adjusted gross 
income and nine percent of the  adjusted broad income. 
With regard t o  the  a l loca t ion  of the  overa l l  s t a t e  t ax  burden 
(combined d i r e c t  and i n d i r e c t  t a x e s ) ,  i t  appears t h a t  f o r  a l l  major in-  
come c la s ses  the  respect ive  shares of the  s t a t e  t ax  pa ra l l e l ed  the  d i s -  
t r i b u t i o n  of adjusted broad income, as  shown by the  following tabula-  
t i o n :  
Percentage Dis t r ibut ions  
Number Adjusted Total Total 
of House- Broad S t a t e  Local 
Income Classes Holds Income Taxes Taxes -- 
Under $5,00@/ 31.1 9.1 9.1 14.7 
$5,000 t o  $10,000 21.1 14.0 13.7 17.0 
$10,000 t o  $15,000 16.5 16.4 16.8 17.5 
$15,000 t o  $25,000 21.2 30.7 31.6 29.8 
$25,000 and over 10.1 29.8 -- 28.2 21.0 
Total 100.0 100.0 100.0 100.0 
' ~ n c l u d e s  households which f i l e d  r e tu rns  only f o r  food s a l e s  
t ax  c r e d i t s .  
The share of the  t o t a l  s t a t e  t a x  burden borne by the poorest  
households a c t u a l l y  was s l i g h t l y  higher than t h e i r  respect ive  income 
sha re ,  while f o r  the  households i n  the  h ighes t  s t ra tum t h e i r  s t a t e  t a x  
was s l i g h t l y  l e s s  than t h e i r  income share.  In b r i e f ,  on t h i s  adjusted 
broad income bas i s ,  the  d i s t r i b u t i o n  of the  t o t a l  s t a t e  t ax  burden 
proved t o  be p r a c t i c a l l y  the  same a s  the  d i s t r i b u t i o n  of income among 
the  f i v e  major income ca tegor i e s  f o r  f i s c a l  y e a r  1977. The previous 
CTPS repor ts  showed a s i m i l a r  pa t t e rn  of approximate propor t ional i ty  
f o r  f i s c a l  years  1972 and 1975. I t  appears t h a t  on t h i s  bas i s ,  de- 
s p i t e  the  marked s h i f t  of taxpayers i n t o  higher income brackets and 
t h e  increased consumption expenditures of t h e  pas t  f i v e  yea r s ,  the 
ove ra l l  s t a t e  t a x  s t r u c t u r e  has not  become s i g n i f i c a n t l y  more pro-
g ress ive  o r  regressive.  
The propor t ional i ty  achieved in the  d i s t r i b u t i o n  of the  
overa l l  s t a t e  t ax  burden r e f l e c t s  a balancing of the  s t a t e ' s  major 
taxes s ince  s i m i l a r  r e l a t i v e  d i s t r i b u t i o n s  do n o t  h o l d  f o r  any o f  t he  
s p e c i f i c  taxes. As no ted  i n  t he  1977 Colorado S t a t i s t i c s  o f  Income 
r e p o r t ,  the  s t a t e  i n d i v i d u a l  income t a x  con t inues  t o  be h i g h l y  p ro -  
gress ive.  Households i n  t he  two lowes t  income ca tegor ies  (incomes 
under $10,000 and rep resen t i ng  more than one-ha1 f o f  the households) 
accounted f o r  about 23 percen t  o f  t h e  broad income b u t  l e s s  than 11 
percen t  o f  t he  income t a x  l i a b i l i t y .  A t  t h e  o t h e r  end o f  the  income 
spectrum, taxpayers i n  t h e  two t op  ca tego r i es  (incomes o f  $15,000 o r  
more and compr is ing about o n e - t h i r d  o f  t h e  households) accounted f o r  
60 percent  o f  t he  broad income b u t  75 percen t  o f  t he  t o t a l  s t a t e  i n -  
come t a x  l i a b i l i t y . -  13' And t he  d i s t r i b u t i o n  o f  t he  f ede ra l  i n c o w  
t a x  p a i d  by Colorado taxpayers,  c l a s s i f i e d  on t he  same income bas is ,  
t u r n s  o u t  t o  be even more p rogress ive  -- f o r  those w i t h  incomes o f  
l e s s  than $10,000 t he  f ede ra l  t a x  share was l e s s  than n ine  percent,  
and f o r  those i n  t h e  t o p  two income s t r a t a  i t  was almost 80 percent .  
Stated more gene ra l l y ,  t h e  t o p  o n e - t h i r d  o f  Colorado 's  r e s i d e n t  house- 
ho lds accounted f o r  about two - th i r ds  o f  t he  income ( regard less  o f  
which income measure i s  used) bu t  more than t h ree - fou r t hs  o f  t he  
t o t a l  s t a t e  and f ede ra l  income tax .  
Conversely, t h e  d i s t r i b u t i o n  p a t t e r n s  o f  a1 1  o t h e r  s t a t e  
taxes proved t o  be e s s e n t i a l l y  r eg ress i ve  -- t h a t  i s  t he  t a x  share 
r e l a t i v e  t o  income was g rea tes t  f o r  t h e  lowes t  income group and sma l l -  
e s t  f o r  those w i t h  t he  h i ghes t  incomes. For  example, t he  lowes t  i n -  
come group 's  share o f  the  s t a t e  r e t a i l  sa l es  t a x  ( n e t  o f  t he  $7 food  
t a x  c r e d i t )  was approx imate ly  one and a  h a l f  t imes as g rea t  as i t s  
share o f  ad jus ted  broad income; whereas f o r  t h e  h i ghes t  s t ra tum i t  
was o n e - t h i r d  less .  And s i m i l a r  r e l a t i o n s h i p s  h o l d  f o r  t he  consumer 
exc ises and i n d i r e c t  s t a t e  business taxes. I n  sho r t ,  t he  magnitude 
and p r o g r e s s i v i t y  o f  t he  Colorado s t a t e  income t a x  o f f s e t s  the r e -
g r e s s i v i t y  o f  a l l  t h e  o t h e r  s t a t e  taxes r e s u l t i n g  i n  an o v e r a l l  s t a t e  
t a x  s t r u c t u r e  which i s  e s s e n t i a l l y  p r o p o r t i o n a l .  
YAd e t a i l e d  a n a l y s i s  o f  t h e  Colorado i n d i v i d u a l  income t a x  r e t u r n s  
f i l e d  i n  f i s c a l  y e a r  1977, c l a s s i f i e d  on t h e  bas is  o f  n i ne  ad jus ted  
gross income ca tego r i es  rang ing  f rom "under $3,000" t o  ~$100,000 and 
over " ,  i s  presented i n  t he  Colorado S t a t i s t i c s  o f  Income, 1977, Colo- 
rado L e g i s l a t i v e  Counci 1  , Research Pub1 ic a t i o n  No. 230, December 1977. 
With r ega rd  t o  t h e  a l l o c a t i o n  of t h e  l o c a l  t a x  burden, t h e  
da ta  i n d i c a t e  t h a t  a l l  o f  t h e  major  l o c a l  taxes ( d i r e c t  and i n d i r e c t )  
work o u t  t o  be h i g h l y  r eg ress i ve .  For households i n  t he  two lowes t  
income s t r a t a ,  t h e i r  share o f  t h e  r e s i d e n t i a l  p r o p e r t y  t ax ,  expendi -
t u r e  taxes and i n d i r e c t  bus iness taxes i n  every  i ns tance  was s i g n i f i -
c a n t l y  l a r g e r  than t h e i r  share of ad j us ted  broad income; w h i l e  f o r  t a x -  
payers  i n  t he  h i g h e s t  income s t r a t u m  t h e  t a x  shares were below t h e i r  
r e s p e c t i v e  income shares. Th i s  o v e r a l l  r e g r e s s i v i  ty  o f  t h e  l o c a l  t a x  
s t r u c t u r e  must be a t t r i b u t e d  p r i m a r i l y  t o  t h e  magnitude and r e g r e s s i v -  
i t y  o f  t he  l o c a l  p r o p e r t y  t a x .  
Average Household Income and Taxes 
The average d o l l a r  income and taxes o f  Colorado r e s i d e n t  
taxpayers  c l a s s i f i e d  by t h e  f i v e  major  income ca tego r i es  i s  shown i n  
Table  V.  I n  f i s c a l  y e a r  1977, r e s i d e n t  taxpayers  had an average i n -  
come o f  $14,707 (on a  broad income b a s i s )  and an average combined 
s t a t e - l o c a l  t a x  1  i a b i  lit y  of  $1,896. Th is  was 15 pe rcen t  more than  
t h e  average f e d e r a l  income t a x  p a i d  by Colorado r e s i d e n t s  f o r  t he  
same year .  A l l  s t a t e  taxes ( d i r e c t  and i n d i r e c t )  averaged $912 p e r  
r e s i d e n t  household and as such was seven pe rcen t  l e s s  than t he  average 
l o c a l  t a x  burden o f  $984. Average t o t a l  s t a t e  taxes ranged f rom $285 
f o r  taxpayers  i n  t he  l owes t  income s t r a tum t o  $2,536 f o r  those a t  t h e  
o t h e r  end o f  t he  sca le .  On t h e  o t h e r  hand, t h e  average l o c a l  t a x  b i l l  
was r e l a t i v e l y  h i g h e r  f o r  t h e  poor  and r e l a t i v e l y  lower  f o r  t h e  h i g h  
income group, r ang ing  f rom $465 f o r  those i n  t h e  l owes t  category  t o  
$2,042 f o r  those i n  t h e  h i g h e s t .  
The average do1 l a r  t a x  p e r  r e s i d e n t  household rose  d i r e c t l y  , 
b u t  n o t  p r o p o r t i o n a t e l y ,  w i t h  t h e  inc reases  i n  income. Among t h e  spe- 
c i f i c  d i r e c t  taxes t h e  r e s i d e n t i a l  p r o p e r t y  t a x  ranked f i r s t  w i t h  an 
average o f  $371, and a range f r om $168 f o r  t h e  l owes t  t o  $809 f o r  t h e  
h i g h e s t .  The i n d i v i d u a l  income t a x  ranked n e x t  w i t h  an average o f  
$323, b u t  w i t h  a  much w ide r  range -- f rom $23 t o  $1,336. The s t a t e  
s a l e s  t a x  on r e s i d e n t  households averaged o n l y  $213, and t h e  low and 
h i g h  averages by income groups were $95 and $437. 
TABLE V .  AVERAGE INCOME AND TAXES FOR COLORADO RESIDENT TAXPAYERS, 
CLASSIFIED BY MAJOR INCOME CATEGORIES, 
FISCAL YEAR 1977 
M a j o r  Income Classes- a/ 
Under $5,000 $10,000 $1 5,000 $25,000 
$5,00&/ t o  $10,000 t o  $15,000 t o  $25,000 and Over T o t a l  
Taxpayers Income : 
A d j u s t e d  Gross Income 
~ d j u s t e d  Broad Income 
D i r e c t  Taxes on Households : 
S t a t e  Taxes 

I n d i v i d u a l  Income 

Sa les  and Use 

Highway User  

C i g a r e t t e  

A l c o h o l i c  Beverage 

T o t a l  
Loca l  Taxes 

R e s i d e n t i a l  P r o p e r t y  

Sales and Use 

C i g a r e t t e  

S p e c i f i c  Ownership 

T o t a l  
T o t a l  D i r e c t  Taxes 
I n d i r e c t  Taxes on Households: 
S t a t e  Business Taxes 119 204 289 378 585 267 
Loca l  Business Taxes 2 35 376 514 680 976 480 
T o t a l  I n d i r e c t  Taxes 354 580 80 3 1,058 1,561 747 
T o t a l  S t a t e  and Loca l  Taxes: 
S t a t e  Taxes ( D i r e c t  & I n d i r e c t )  2 85 592 928 1,365 2,536 91 2 
Loca l  Taxes ( D i r e c t  & I n d i r e c t )  46 5 791 1,044 1 ,388 2,042 984 
T o t a l  S t a t e - L o c a l  Taxes $ 750 $1,383 $ 1,972 $ 2,753 $ 4 , 5 7 8  $ 1,896 
Addendum: 
Federa l  I n d i v i d u a l  Income Taxes $ 61 
d ~ a s e don a d j u s t e d  g ross  income. 
b / ~ n c l u d e s  r e s i d e n t  households w h i c h  f i l e d  r e t u r n s  f o r  f o o d  t a x  c r e d i t  o n l y .  
The var iances i n  these r e l a t i o n s h i p s  can be r e a d i l y  compared 
by express ing  as r a t i o s  t he  average income o r  t a x  o f  households i n  t h e  
lowes t  income group t o  t h a t  o f  those i n  t he  h i ghes t ,  as shown i n  t h e  
f o l l o w i n g  t a b u l a t i o n :  
Average Income and Taxes 
f o r  Households w i t h  AGI Lowest 
as 
Under $25,000 Percent  o f  
$5,000 o r  More H ighes t  
Ad jus ted  Broad Income $4,322 $43,247 10.0 
Colorado Household Taxes: 
Federa l  Income Tax $ 61 $ 8,031 0.8 
S t a t e  Taxes: 
I n d i v i d u a l  Income Tax $ 23 $ 1,336 1.7 
Sales Tax on Households 9 5 437 21.7 
Exc ise Taxes on Households 48 178 25.5-
Tota l  D i r e c t  Taxes 166 1,951 8.5 
I n d i r e c t  Business Taxes 119 585 20.3-
Tota l  S ta te  Taxes $ 285 $ 2,536 11.2 
Local  Taxes: 

Res iden t i a l  P roper ty  Tax $ 168 $ 809 20.8 

Sales Tax on Households 49 221 22.2 

Exc ise Taxes on Households 13 36 36.1
-
Tota l  D i r e c t  Taxes 2 30 1,166 19.7 
I n d i r e c t  Business Taxes 2 35 9 76 24.1-
Tota l  Local  Taxes $ 465 $ 2,042 22.8 

T o t a l  State-Local  Tax $ 750 $ 4,578 16.4 

On t h i s  bas i s ,  t he  average broad income o f  households com-
p r i s i n g  t he  lowes t  income s t ra tum was o n l y  10 pe rcen t  o f  t h a t  f o r  t he  
h i ghes t .  The marked p r o g r e s s i v i  ty o f  t he  f e d e r a l  and s t a t e  i n d i v i d u a l  
income t a x  i s  i n d i c a t e d  by t he  above t a x  r a t i o s  when compared w i t h  t h e  
corresponding income r a t i o .  For  example, t h e  $23 average s t a t e  income 
t a x  f o r  a l l  households i n  t he  "under $5,000" ca tegory  was l e s s  than 
two percen t  o f  t he  $1,336average income t a x  f o r  taxpayers i n  the  t o p  
stratum.- 14' I n  cont ras t ,  the average o f  a l l  o the r  s t a t e  taxes borne 
by the poor represented more than 20 percent o f  t h a t  l e v i e d  on the top  
income group, o r  a comparative average t a x  r a t i o  which was more than 
twice as l a rge  as the income r a t i o .  As noted, the  p r o g r e s s i v i t y  o f  the  
income t a x  roughly o f f s e t s  the r e g r e s s i v i t y  o f  the o the r  s t a t e  taxes. 
However, i t  appears t h a t  on t h i s  basis the s t a t e  t a x  s t r u c t u r e  actu-  
a l l y  was s l i g h t l y  regressive i n  f i s c a l  year  1977. The average t o t a l  
s t a t e  t a x  ( d i r e c t  and i n d i r e c t )  f o r  the lowest income c lass was 11.2 
percent o f  t h a t  f o r  the  top  stratum, i n  comparison t o  the 10 percent 
average income r a t i o  o f  the  poor t o  the r i c h .  I n  f i s c a l  year  1975, 
the re la t i onsh ips  were reverse -- the average o v e r a l l  s t a t e  tax  r a t i o  
was on ly  9.5 percent  compared w i t h  an average income r a t i o  o f  11.3 per-  
cent. I n  o ther  words, du r ing  the past two years, the o v e r a l l  s t a t e  t a x  
s t r u c t u r e  has been transformed from one which was s l i g h t l y  progressive 
t o  one which i s  s l i g h t l y  regressive.  
The r e g r e s s i v i t y  o f  the l o c a l  t a x  s t r u c t u r e  a l so  i s  revealed 
by these average income and t a x  data. The average o v e r a l l  l o c a l  t a x  
f o r  households i n  the  lowest  income category was about 23 percent  o f  
the  average p a i d  by those i n  the  top stratum, compared t o  the corres-
ponding 10 percent income r a t i o  f o r  these income classes. I n  the case 
o f  the  proper ty  tax ,  the  est imated average t a x  f o r  households i n  the  
lowest income category was almost 21 percent  o f  t h a t  pa id  by those i n  
the  highest.  S i m i l a r l y ,  f o r  l o c a l  sa les taxes, consumer excises and 
s h i f t e d  business taxes, the  average t a x  r a t i o s  o f  the poor t o  the r i c h  
i n  every instance was more than twice t h a t  o f  t he  broad income r a t i o .  
On a combined basis ,  the  o v e r a l l  Colorado s t a t e - l o c a l  t a x  s t r u c t u r e  
worked out  t o  be c l e a r l y  regressive w i t h  an average t a x  r a t i o  o f  16.4 
percent compared w i t h  the broad income r a t i o  o f  10 percent. 
E ' ~ h e  r e l a t i v e l y  smal l  average income t a x  f o r  households i n  the "under 
$5,000" category p a r t l y  r e f l e c t s  the f a c t  t h a t  about one-half  o f  the 
t a x  re turns  i n  t h i s  s t ra tum ( i n c l u s i v e  o f  those who f i l e d  on l y  f o r  
food sales tax  c r e d i t  refunds)  were nontaxable re turns .  
SECTION I V .  A  PROFILE OF EFFECTIVE TAX RATES AND BURDENS 
A more convent iona l  and s imp le r  method o f  comparing r e l a t i v e  
t a x  burdens i s  t o  express t he  abso lu te  d o l l a r  amount o f  t a x  l i a b i l i t y  as 
a percentage o f  household income before tax .  Since a l l  taxes u l t i m a t e l y  
a r e  p a i d  o u t  o f  a v a i l a b l e  income, such a measure o f  t he  t a x  burden ac tu -  
a l l y  represents  an " e f f e c t i v e  t a x  r a t e "  on household income. However, 
t h e  degree o f  r e g r e s s i v i t y  o r  p r o g r e s s i v i t y  o f  t he  t a x  s t r u c t u r e  as a 
whole o r  o f  any p a r t i c u l a r  t a x  w i l l  be dependent upon the  income con- 
cep t  used. Table V I  shows t he  r e l a t i v e  t a x  burdens when the  s t a t e  and 
l o c a l  l e v i e s  a re  expressed as percentages o f  ad jus ted  gross income. 
Table V I I  p resents  t he  same t a x  data i n  terms o f  ad jus ted  broad income. 
E f f e c t i v e  Tax Rates Based on Adjusted Gross Income 
The r e l a t i v e  burdens o r  e f f e c t i v e  t a x  r a t e s  f o r  f i s c a l  y e a r  
1977, based on ad jus ted  gross income, a r e  shown i n  Table V I .  On t h i s  
ad jus ted  gross income bas i s  t h e  combined s t a t e - l o c a l  t a x  burden on t h e  
poor  was more than t h r e e  t imes as heavy as t h a t  on t he  upper income 
group -- a 37.2 percen t  e f f e c t i v e  t a x  r a t e  f o r  households r e p o r t i n g  
incomes o f  l e s s  than $5,000 compared w i t h  an 11.8 percen t  r a t e  f o r  
those w i t h  incomes o f  $25,000 o r  more. Th is  o v e r a l l  r e g r e s s i v i ty, 
however, must be a t t r i b u t e d  p r i m a r i l y  t o  t h e  l o c a l  t a x  p o r t i o n  f o r  
which the  r e l a t i v e  burden on t he  lowes t  income group was more than 
f o u r  t imes l a r g e r  than t h a t  on the  h i g h e s t  -- 23.1 percen t  compared 
w i t h  5.3 percent .  A l l  taxes on t he  l o c a l  l e v e l ,  when based on ad- 
j u s t e d  gross income, show a h i g h  degree o f  r e g r e s s i v i t y  and i n  t h e  
case o f  t h e  r e s i d e n t i a l  p r o p e r t y  t a x  t h e  e f f e c t i v e  r a t e s  ranged f rom 
8.4 pe rcen t  f o r  t he  lowes t  income group t o  2.1 pe rcen t  f o r  the  h i ghes t .  
On t he  s t a t e  l e v e l ,  t he  t a x  s t r u c t u r e  as a whole was o n l y  
about  one -ha l f  as r e g r e s s i v e  as t h e  l o c a l  t a x  s t r u c t u r e  s i nce  t h e  r e -
g r e s s i  v i  ty  o f  t h e  consumer expend i tu re  and business taxes was p a r t i a l l y  
o f f s e t  by t he  p r o g r e s s i v i t y  o f  t he  s t a t e ' s  i n d i v i d u a l  income tax .  W i th  
rega rd  t o  t h e  income t a x ,  t h e  e f f e c t i v e  r a t e  f o r  households i n  t he  under 
$5,000 ca tegory  was o n l y  1.1 percen t ,  o r  l e s s  than  o n e - t h i r d  t he  r a t e  
f o r  taxpayers w i t h  incomes o f  $25,000 o r  more. ( P a r e n t h e t i c a l l y ,  i t  
TABLE V I .  RELATIVE BURDEN OF MAJOR TAXES ON COLORADO RESIDENT TAXPAYERS, 
TAXES EXPRESSED AS PERCENT OF ADJUSTED GROSS INCOME, 
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Federal I n d i v i d u a l  Income Taxes 
d ~ a s e don ad jus ted gross income. 
may be noted t h a t  on t h i s  same ad jus tedgross  income bas i s ,  the  e f f e c -  
t i v e  t ax  r a t e  f o r  the  federal  income t ax  paid by Colorado households in  
the  lowest income c l a s s  was only one-seventh of t h a t  f o r  taxpayers in  
the  highest  s t ra tum.)  For the  overa l l  s t a t e  t a x  s t r u c t u r e ,  t he  e f f e c -  
t i v e  t ax  r a t e s  based on adjusted gross income ranged from 14.1 percent  
f o r  the  lowest s tratum t o  6.6 percent f o r  the  highest .  B u t ,  a s  a l ready 
noted,  the  above d i s p a r i t i e s  in  the  r e l a t i v e  t ax  burdens between the  low 
and high income ca tegor ies  a r e  misleading because the adjusted gross i n -
come measure on which they a re  based p a r t i c u l a r l y  understates  the money 
income of households in  the lowest income s t ra tum,  and therefore  over-
s t a t e s  t h e i r  tax  burden r e l a t i v e  t o  t h a t  of o the r  taxpayers ( see  Chart IV). 
Effec t ive  Tax Rates Based on Adjusted Broad Income 
When the e f f e c t i v e  t a x  r a t e s  a r e  expressed more appropr i a t e ly  
in terms of adjusted broad income, the  r e l a t i v e  t ax  burdens and t h e  
measured r e g r e s s i v i t y  of both the s t a t e  and loca l  tax  s t r u c t u r e s  a r e  
s i g n i f i c a n t l y  reduced, as  shown by the following summary of Table VII: 
Effec t ive  Tax Rates 
Expressed a s  Percentages of 
Adjusted Broad Income Rat io  of Lowest t o  
Lowest Middle Highest Highest 
Stratum Stratum Stratum Rates 
Federal Income Tax 1.41 8.53 18.57 .08 
S t a t e  Taxes: 
Individual Income Tax .53 1.88 3.09 .17 
Sales  Tax on Households 2.21 1.57 1 .O1 2.19 
Excise Taxes on Households 1.10 .91 .41 2.68 
Total Direct  Taxes 3.84 4.36 4.51 .85 
Ind i rec t  Business Taxes 2.75 1.97 1.35 2.04 
Total S t a t e  Taxes 6.59 6.33 5.86 1.12 
Local Taxes: 
Residential  Property Tax 









Excise Taxes on Households .30 .21 .09 3.33 
Total Direct  Taxes 5.31 3.62 2.47 2.15 
Indi r e c t  Business Taxes 5.45 3.50 2.26 2.41 
Total Local Taxes 10.76 7.12 4.73 2.27 
Total State-Local Taxes 17.35 13.45 10.59 1.64 
TABLE V I I .  
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RELATIVE BURDEN OF MAJOR TAXES ON COLORADO RESIDENT TAXPAYERS, 
TAXES EXPRESSED AS PERCENT OF ADJUSTED BROAD INCOME, 
FISCAL YEAR 1977 
Major  Income Classes- a/ 
Under $5,000 $1 0,000 $15,000 $25,000 
$5,000 t o  $10,000 t o  $15,000 t o  $25,000 and Over To ta l  
8.20 5.96 5.47 4.96 3.61 5.07 
6.59 
10.76 8.13 7.12 6.51 4.73 6.69 
17.35 14.22 13.45 12.90 10.59 12.89 
 - = -
1.41 5.92 8.53 10.74 18.57 11.18 
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Federal  I n d i v i d u a l  Income Taxes 
a / ~ a s e d  on ad jus ted gross income. 
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BROAD INCOME,  F I S C A L  Y E A R  1977 
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MAJOR INCOME CLASSES 
On t h i s  broad income bas is ,  t h e  measured r e g r e s s i v i t y  ( t h e  
r a t i o  o f  t h e  e f f e c t i v e  r a t e  f o r  t h e  lowes t  income c l a s s  t o  t h a t  o f  t he  
h i g h e s t )  i n  a l l  i ns tances  i s  reduced t o  approx imate ly  one-ha l f  o f  t h a t  
c a l c u l a t e d  i n  terms o f  ad jus ted  gross income. For  example, t he  r e l a -  
t i v e  burden o f  l o c a l  taxes ( d i r e c t  and i n d i r e c t )  v a r i e d  f rom 10.8 pe r -  
cen t  f o r  t he  lowes t  income group t o  4.7 pe rcen t  f o r  t h e  h i ghes t ,  whereas 
when the  ad jus ted  gross income measure was used, t h e  l o c a l  burden on t h e  
poor was more than  f o u r  t imes g r e a t e r  than t h a t  on t he  h i ghes t  income 
group. S i m i l a r l y ,  w i t h  r ega rd  t o  t h e  r e s i d e n t i a l  p r o p e r t y  t a x  t he  e f -  
f e c t i v e  r a t e  f o r  households i n  t he  lowes t  s t r a t u m  was 3.9 percen t  com-
pared w i t h  a  r a t e  o f  1.9 pe rcen t  f o r  those i n  t h e  t o p  s t ra tum.  I n  
o t h e r  words, t h e  average p r o p e r t y  t a x  burden f o r  t he  lowes t  category  
was about t w i c e  as heavy as t h a t  f o r  t he  t o p  category ,  and n o t  f o u r  
t imes g r e a t e r  as shown i n  Table V I .  
The r e g r e s s i v i t y  o f  t h e  o v e r a l l  s t a t e  t a x  s t r u c t u r e  was a l s o  
s i g n i f i c a n t l y  s m a l l e r  on t h i s  ad jus ted  broad income bas is .  The e f f e c -  
t i v e  t a x  r a t e  f o r  t h e  lowes t  income households was 6.6 percen t  o r  o n l y  
about one-eighth h i g h e r  than  the  5.9 percen t  average f o r  taxpayers i n  
t h e  t o p  income st ra tum.  Moreover, i t  i s  impo r tan t  t o  no te  t h a t  t h e  
d i r e c t  p o r t i o n  o f  t h e  s t a t e  t a x  s t r u c t u r e  -- t h e  i n d i v i d u a l  income 
t a x  and consumer expend i tu re  taxes l e v i e d  d i r e c t l y  on r e s i d e n t  house- 
ho lds -- a c t u a l l y  proved t o  be p rogress ive .  The r e l a t i v e  t a x  burden 
f o r  households i n  t h e  lowes t  s t r a tum was 3.8 pe rcen t  compared w i t h  a  
burden of 4.5 pe rcen t  f o r  those i n  t he  h i ghes t .  As a l r eady  i n d i c a t e d ,  
t h i s  p a t t e r n  i s  e s s e n t i a l l y  due t o  t h e  f a c t  t h a t  t h e  r e g r e s s i v i t y  o f  
t he  s t a t e  sa les  t a x  and consumer exc ises  i s  more than  o f f s e t  by t h e  
magnitude and p r o g r e s s i v i t y  o f  t he  s t a t e  income t a x .  Wi th  r ega rd  t o  
t he  income tax ,  t h e  average e f f e c t i v e  r a t e s  f o r  t h e  income c lasses 
success ive ly  inc reased  f rom a  low o f  0.5 pe rcen t  f o r  households i n  
t he  lowes t  s t r a tum t o  a  h i g h  o f  3.1 percen t  f o r  taxpayers  i n  t he  h i gh -  
e s t  s t ra tum.  Thus, t h e  r e l a t i v e  income t a x  burden on t h e  poor was o n l y  
one -s i x t h  as l a r g e  as t h a t  on the r i c h .  
The CTPS Progress i  v i  ty Index 
The f o rego ing  a n a l y s i s  has been based on an approximate mea- 
su re  o f  t h e  r e g r e s s i v i t y  o r  p r o g r e s s i v i t y  o f  each t a x  determined by 
express ing  t he  r e l a t i v e  t a x  burden ( e f f e c t i v e  t a x  r a t e )  o f  t h e  lowes t  
income s t ra tum as a r a t i o  t o  t h a t  o f  the  h i ghes t .  Th is  index  o f  p ro -  
g r e s s i  v i  t y / r e g r e s s i  v i  t y  was fir s t  developed f o r  t h e  1972 Colorado Tax 
P r o f i l e  Study. I f  the  r a t i o  o r  index  number i s  equal t o  1.0, t he  t a x  
shou ld  be cons idered p r o p o r t i o n a l ;  i f  l e s s  than  1.0, t he  t a x  i s  p ro -  
g ress ive ;  and i f  more than  1.0, regress ive .  The index  values f o r  each 
o f  Colorado 's  major  s t a t e  and l o c a l  taxes,  as w e l l  as f o r  t h e  f e d e r a l  
income t a x  p a i d  by Colorado taxpayers,  f o r  t h e  f i s c a l  years 1972, 1975 
and 1977 a re  summarized i n  the  f o l l o w i n g  t a b u l a t i o n :  
CTPS Progress i  v i  t y  Index--Tax Burden 
Rat ios  o f  Lowest t o  Highest  Income Class 
Ad jus ted  Adjusted 
Gross Income Broad Income 
1972 1975 1977 --- 1972 1975 1977 --- 
Federal  Income Tax .19 .20 .15 .13 .ll .08 
S t a t e  Taxes: 
I n d i v i d u a l  Income Tax .23 .27 .33 .16 .15 .17 
Sales Tax on Households 2.71 3.24 4.19 1.85 1.81 2.19 
Exc ise Taxes on Households 3.23 4.09 5.13 --- 2.21 2.32 2.68 --- 
Tota l  D i r e c t  Taxes 1.06 1.20 1.63 .72 .67 .85 
I n d i r e c t  Business Taxes --- 1.94 2.35 3.91 1.33 1.31 2.04 --- 
Tota l  S ta te  Taxes 1.32 1.51 2.16 .90 .84 1.12 
Local  Taxes: 
Res iden t i a l  P roper ty  Tax 3.10 3.36 4.00 2.13 1.87 2.08 
Sales Tax on Households 2.94 3.25 4.19 2.00 1.83 2.20 
Exc ise Taxes on Households --- 3.64 4.91 6.50 2.52 2.73 3.33 --- 
Tota l  D i r e c t  Taxes 3.09 3.39 4.13 2.11 1.89 2.15 
I n d i r e c t  Business Taxes 2.83 3.20 4.63 1.93 1.79 2.41 
To ta l  Local  Taxes 2.95 3.29 4.37 2.02 1.84 2.27 
T o t a l  State-Local  Taxes 1.98 2.25 3.14 1.35 1.25 1.64 
F i r s t ,  i t  w i l l  be no ted  t h a t  whether measured i n  terms o f  ad- 
j u s t e d  gross o r  ad jus ted  broad income, t h e  Colorado s t a t e  and l o c a l  t a x  
s t r u c t u r e s  have become more reg ress i ve  d u r i n g  t h e  p a s t  f i v e  years,  and 
p a r t i c u l a r l y  s ince  f i s c a l  yea r  1975. On the  broad income basis ,  t he  
combined s t a t e - l o c a l  t a x  burden on the  lowest  income c lass  i n  1977 was 
about two- th i rds  g rea te r  than t h a t  on the  h ighes t ,  whereas i n  1975 i t  
was o n l y  about one- four th  g rea ter .  However, i n  each o f  t he  th ree  years 
measured the  s t a t e  t a x  s t r u c t u r e  proved t o  be l e s s  than one-hal f  as r e -
gress ive as the  l o c a l  t a x  s t ruc tu re .  For example, i n  f i s c a l  year  1977, 
the  CTPS broad income index number f o r  t o t a l  l o c a l  taxes was 2.27 com-
pared w i t h  1.12 f o r  t o t a l  s t a t e  taxes. On t h i s  basis ,  t he  o v e r a l l  
s t a t e  t a x  s t r u c t u r e  has remained e s s e n t i a l l y  p ropo r t i ona l  -- s l i g h t l y  
progress ive i n  f i s c a l  years 1972 and 1975, and s l i g h t l y  regress ive i n  
1977. Moreover, t he  d i r e c t  p o r t i o n  o f  the  s t a t e  t a x  s t r u c t u r e  -- i n -
come and consumption expendi ture taxes l e v i e d  d i r e c t l y  on res iden t  
households -- ac l tua l l y  worked ou t  t o  be progress ive over t h i s  f i v e  
year  pe r i od  between f i s c a l  years 1972 and 1977. But even i n  t h i s  i n -  
stance, t he  degree o f  p r o g r e s s i v i t y  s t e a d i l y  dec l i ned  as revealed by 
the  CTPS index which rose f rom .72 f o r  1972 t o  .85 f o r  1977. 
O f  the  th ree  major  taxes imposed on Colorado households --
proper ty ,  sa les and income - - i t  i s  i n t e r e s t i n g  t o  no te  t h a t  i n  f i s c a l  
year  1977 the  s t a t e  sa les t a x  proved t o  be more regress ive  than the  
r e s i d e n t i a l  p rope r t y  tax ;  whereas the s i t u a t i o n  was reversed i n  t he  
two p r i o r  years. Nevertheless, s ince  1972 the  r e l a t i v e  t a x  burdens 
o f  both t he  r e s i d e n t i a l  p rope r t y  t a x  and the  s t a t e  sa les t a x  f o r  house- 
holds i n  the  lowest  income c lass  has been c o n s i s t e n t l y  about tw ice  as 
heavy as t h a t  imposed on taxpayers i n  the top  income stratum. I n  
marked con t ras t ,  t he  s t a t e  income t a x  remains the  o n l y  s i g n i f i c a n t  
p rogress ive  t a x  i n  t h e  e n t i r e  a r ray  o f  s t a t e - l o c a l  l e v i e s  p a i d  by 
Colorado househc~lds. The CTPS index number f o r  t he  s t a t e  income t a x  
has shown the  l e a s t  v a r i a t i o n  o f  any o f  t he  major  s ta te - l oca l  taxes 
dur ing  t h e  pas t  f i v e  years.  On the  broad income basis ,  i t  was .17 i n  
f i s c a l  yea r  1977, compared w i t h  r a t i o s  o f  .16 and .15 f o r  f i s c a l  years 
1972 and 1975, r e s p e c t i v e l y .  Stated d i f f e r e n t l y ,  Colorado taxpayers 
i n  t he  h ighes t  income s t ra tum had a  r e l a t i v e  s t a t e  income t a x  burden 
which on the  average was s i x  t imes l a r g e r  than the  corresponding bur-  
den on households i n  t he  lowest  stratum. 
During th i s  same period the progressivi ty of the federal in-
come tax paid by Colorado residents successively increased, primarily 
because of statutory changes in the value of the federal standard 
deduction.E1 The CTPS index number for  the federal income tax s teadi ly 
declined from .13 to  .08 over the five year period, and by fiscal year 
1977 the relat ive burden of the federal income tax for  Colorado tax- 
payers in the highest income class was approximately 12  times larger 
than that  of those in the lowest. Thus, on a comparable basis, the 
Colorado s t a t e  income tax was only about one-half as progressive as 
the federal income tax in 1977, whereas i t  was three-fourths as pro-
gressive in 1975. 
Finally, i t  should be recognized that  the increased regres- 
s iv i ty  of the Colorado s t a t e  and local tax s t ructure,  as well as the 
decreased progressivity of the s t a t e  income tax,  cannot be attributed 
to  any major changes or revisions in e i ther  the ra te  or base provisions 
of any of the taxes. Rather, i t  ref lects  the fac t  that during th is  f ive  
year period between f iscal  years 1972 and 1977, the unprecedented price 
inf lat ion and r i se  in nominal income has resulted, particularly for  
households in the lowest income categories, in automatic tax increases 
for  which no offsett ing statutory tax changes were enacted. 
E l s e e  Colorado S ta t i s t i c s  of Income, 1977, Colorado Legislative Counci 1 , 




APPORTIONMENT OF STATE AND LOCAL TAXES 
BETWEEN HOUSEHOLDS AND BUSINESS 
The s t a t e  and l o c a l  t a x  l i a b i l i t i e s  o f  Colorado r e s i d e n t  t a x -  
payers f o r  f i s c a l  yea r  1977 used as the  bas i s  f o r  t h e  p resen t  Colorado 
Tax P r o f i l e  Study were developed f rom o r i g i n a l  data ob ta ined  f rom a  
v a r i e t y  o f  sources. The s t a t e  and f ede ra l  i n d i v i d u a l  income t a x  da ta  
f o r  Colorado households were de r i ved  f rom a  s t r a t i f i e d  random sample 
o f  20,595 s t a t e  t a x  r e t u r n s  f i l e d  du r i ng  the  f i r s t  s . ix  months o f  1977. 
A  d e t a i l e d  d e s c r i p t i o n  o f  t he  sampl ing methodology and s t a t i s t i c a l  r e -
1  i a b i l  it y  o f  t he  income t a x  da ta  a re  p rov ided  i n  Appendix A  o f  t h e  
Colorado S t a t i s t i c s  o f  Income, 1977.-1/ S ta te  and l o c a l  revenue data 
on a  c o l l e c t i o n  bas is  were ob ta ined  f rom the  Colorado S ta te  Department 
o f  Revenue, the  D i v i s i o n  o f  Accounts and Con t ro l ,  t he  D i v i s i o n  o f  Prop- 
e r t y  Taxat ion,  t he  Department o f  Local  A f f a i r s  and t h e  C i t y  o f  Denver 
Finance O f f i c e .  These da ta  a r e  summarized and presented i n  Table A-1. 
I n  o r d e r  t o  p u t  t he  da ta  on a  r e s i d e n t  l i a b i l i t y  bas i s ,  t h e  o f f i c i a l l y  
r e p o r t e d  c o l l e c t i o n s  and revenues were ad jus ted  f o r  t h e  i n c l u s i o n  o f  
sundry nontax revenues, nona l l ocab le  taxes,  and Colorado s t a t e  and 
l o c a l  taxes p a i d  by non- res iden t  taxpayers,  as w e l l  as f o r  t he  exc l  u- 
s i o n  o f  vendor d iscoun ts  p a i d  on r e t a i l  sa les ,  c i g a r e t t e  and motor f u e l  
t a x  c o l l e c t i o n s .  The income t a x  da ta  a l s o  were ad jus ted  f o r  t he  v a r i -  
ance between t a x  c o l l e c t i o n s  and t a x  l i a b i l i t i e s .  A  summary o f  t h e  
s t a t e  and l o c a l  taxes as ad jus ted  f o r  t h i s  s tudy  i s  presented i n  
Table A-2. 
Adjustment and C l a s s i f i c a t i o n  o f  S ta te  Taxes 
The adjustments made i n  s t a t e  taxes f o r  f i s c a l  years 1972-77- 2/ 
and t h e  a l l o c a t i o n  o f  t he  ad jus ted  taxes between those l e v i e d  on households 
' /colorado S t a t i s t i c s  o f  Income, 1977, Colorado L e g i s l a t i v e  Counci 1 , 
Research Pub1 i c a t i o n  No. 230, December 1977. 
/ s e e  Colorado Tax P r o f i l e  Study, 1975, f o r  f i s c a l  years  1973 and 1974 
data.  
TABLE A-1 . SUMMARY OF COLORADO STlTE AND LOCAL TAXES 
AS REPORTED BY STATE AGENCIES ,A/ 
FISCAL YEARS 1972-1977 
(Money amounts i n  m i l l i o n s  o f  do1 l a r s )  
S t a t e  Taxes 
I n  come Taxes- b/ 
Sales and Use Taxes 
Highway User Taxes 
Insurance Tax 
C i g a r e t t e  Taxes 
A l c o h o l i c  Beverage Taxes 
Other  Bus i  ness Taxes 
T o t a l  S t a t e  Taxes 
Local  Taxes 
Proper ty  Taxes 
Sales and Use Taxes 
C i g a r e t t e  Taxes 
S p e c i f i c  Ownership Tax 
Denver Occupation Tax 
Other Business Taxes 
T o t a l  Local  Taxes 
T o t a l  S t a t e  and Local  Taxes 
Proper ty  Taxes 
Sales and Use Taxes 
Income ~ a x e s b l  
Highway User ~ a x e s g  
Other  Bus i  ness ~ a x e s d l  

























T o t a l  S t a t e  and L.ocal Taxes $1,173.3 $1,622.5 $1,810.3 $2,043.4 
a/ 	 As repo r ted  by t h e  Colorado Department o f  Revenue, t h e  D i v i s i o n  o f  Accounts 
and Cont ro l ,  t h e  D i v i s i o n  o f  Proper ty  Taxat ion,  and t h e  Department o f  Local  
A f f a i r s  . 
Inc ludes  su r t ax  and co rpo ra te  income t a x ,  excludes o i  1 and gas tax .  
4' 	 Inc ludes  1 ocal  s p e c i f i c  owners h i p  t ax .  
4' 	 Inc ludes  insurance, severance, co rpora te  f ranch ise ,  occupat ion,  m isce l  1 aneous 
r e g u l a t o r y  bus i  ness taxes. 
C iga re t t e  and a lcoho l  ic beverage taxes. 
TABLE A-2. SUMMARY OF COLORADO STATE AND LOCAL TAXES 

AS ADJUSTED FOR COLORADO TAX PROFILE STUDY, 

FISCAL YEARS 1972-1977 

1972 1975 1976 1977 
(Money amounts i n  m i l l i o n s  o f  d o l l a r s )  
S t a t e  Taxes 
Income Taxes- aI 
Sales and Use Taxes 
Highway User Taxes 
Insurance  Taxes 
C i g a r e t t e  Taxes 
A l c o h o l i c  Beverage Taxes 
Other  Business Taxes 
T o t a l  S t a t e  Taxes 
Local  Taxes 
P rope r t y  Taxes 









C i g a r e t t e  Tax 
Speci f ic Owners h ip Tax 
Denver Occupation Tax 

















T o t a l  Local  Taxes $ 596.0 $ 798.2 $ 890.7 $1,012.8 
T o t a l  S t a t e  and Local  Taxes 
P rope r t y  Taxes 









I n  come ~ a x e s d l  189.5 306.7 336.2 390.0 
Highway User ~axes!?/ 
Other  Bus i  ness ~ a x e s g  













T o t a l  S t a t e  and Local  Taxes $1,121.7 $1,547.0 $1,719.3 $1,951.4 
a/ I nc l udes  su r t ax  and co rpo ra te  income tax ,  excludes o i l  and gas tax .  
Inc ludes  l o c a l  s p e c i f i c  ownership t ax .  
Inc ludes  insurance, severance, co rpora te  f r anch i se ,  occupat ion, m isce l  1 aneous 
r e g u l a t o r y  business taxes. 

C i g a r e t t e  and a1 coho1 ic beverage taxes. 

( d i r e c t  taxes)  and those l e v i e d  on business ( i n d i r e c t  taxes)  a re  pre-  
sented i n  Table A-3. The base f i gu res  f o r  "Reported Net Tax Col lec-  
t i o n s "  are exc lus i ve  o f  nonal l ocab le  s t a t e  i n h e r i t a n c e  and g i f t  taxes, 
hunt ing  and f i s h i n g  l i c e n s e  fees and par i -mutuel  b e t t i n g  taxes. The 
amounts excluded were as f o l l o w s :  
D o l l a r  Amounts i n  M i l l i o n s  
1972 1975 1976 1977 - - - -  
Inher i tance and g i f t  taxes $16.3 $18.7 $17.5 $25.6 
Hunt ing and f i s h i n g  l i c e n s e  fees 8.0 11.1 13.6 15.9 
Pari-mutuel b e t t i n g  taxes 5.1 6.4 6.5 6.7 ---- 
Total  Exclus ions $29.4 $36.2 $37.6 $48.2 
A l l  o t h e r  nona l locab le  and/or nontax revenues were t r e a t e d  as 
adjustments t o  the  repo r ted  n e t  c o l l e c t i o n s .  These i tems represented 
sales t a x  assessments, penal t i e s  and i n t e r e s t ,  a u d i t  de f i c i enc ies ,  and 
sales and motor v e h i c l e  taxes c o l l e c t e d  by the  Revenue Department f o r  
l o c a l  j u r i s d i c t i o n s .  The fo rego ing  adjustments i n  f i s c a l  year  1977 
amounted t o  $7.6 m i l l i o n ,  o r  about one percent  of t o t a l  s t a t e  n e t  
c o l l e c t i o n s .  
I n  an expanding economy, income t a x  c o l l e c t i o n s  f o r  any g iven 
f i s c a l  year  w i l l  exceed the  ac tua l  income t a x  l i a b i l i t y  i ncu r red  on the  
prev ious y e a r ' s  income because o f  t a x  w i thho ld ing  and dec la ra t i on  o f  
est imated taxes based on c u r r e n t  year  income. For example, f o r  f i s c a l  
year  1977 the  Revenue Department repor ted  n e t  income t a x  c o l l e c t i o n s  
( i n d i v i d u a l ,  corporate and f i d u c i a r y )  o f  $432.2 m i 11 ion ,  exc l  us jve of 
$3.8 m i l l i o n  o f  corporate o i l  and gas t a x  c o l l e c t i o n s .  When compared 
w i t h  t h e  repor ted  n e t  income t a x  l i a b i l i t i e s  o f  $391.4 m i l l i o n  f o r  t he  
same year ,  i t  r e s u l t e d  i n  an excess o f  c o l l e c t i o n s  over  l i a b i l i t i e s  o f  
$40.8 m i 1  1  ion.  Moreover, du r i ng  t h i s  p e r i o d  the  repo r ted  i n d i v i d u a l  
income t a x  l i a b i l i t y  was $334.7 m i l l i o n  o r  $0.8 m i l l i o n  more than the 
Revenue Department est imate.  Combined, these adjustments amounted t o  
$40.0 m i l l i o n  o r  f o u r  percent  o f  the repo r ted  s t a t e  c o l l e c t i o n s .  
Non-resident s t a t e  taxes were est imated t o  have increased 
from $27.2 m i l l i o n  i n  1972 t o  $36.5 m i l l i o n  i n  1977. But, as a  per -  
centage o f  repor ted  t o t a l  s t a t e  t a x  c o l l e c t i o n s  they  show a  gradual 
TABLE A-3. SUMMARY OF COLORADO STATE TAXES 
ALLOCATED BETWEEN HOUSEHOLDS AND BUSINESS, 
FISCAL YEARS 1972-1977 
(Money amounts i n  m i l l i o n s  o f  d o l l a r s )  
Reported Net Tax Col l e c t  ions 
Adjustments 
Nontax revenues 	 - 5.6 - 16.3 - 9.0 - 7.6 
Excess o f  income t a x  c o l l e c t i o n s  
over  l i a b i l i t i e s  - 19.5 - 21.1 - 38.9 - 40.0 
Non-res ident  t a x  c o l l e c t i o n s  - 27.2 - 31.2 - 34.1 - 36.5 
Vendors d iscoun ts  on sa les  and 
e x c i s e  taxes 	 + 9.6 + 11.2 + 12.3 + 13.5 
T o t a l  Adjustments 	 - 42.7 - 57.4 - 69.7 - 70.6 
T o t a l  S t a t e  Taxes 	 $525.7 $748.8 $828.6 $ 938.6 
Taxes on Resi dent Households 
I n d i v i d u a l  1ncom&/ $156.2 $257.2 $281.4 $ 332.5 
Sales and Use 104.3 164.7 192.7 218.7 
H i  ghway US er!?/ 68.7 70.0 75.6 78.5 
C i g a r e t t e  13.6 15.6 16.1 16.8 
A lcoho l  i c  Beverage 11.7 13.8 14.7 17.5 
T o t a l  Household 	 $354.5 $521.3 $580.5 $ 664.1 
Taxes on Business 
Corporate 1ncom&/ 

Sales and Use 





Other  Bus iness ~axes!2/ 

T o t a l  Business 
5' 	 I nc l udes  sur tax .  
b/ 	 I nc l udes  a l l o c a t e d  p o r t i o n  of fue l  taxes, motor v e h i c l e  l i censes  and o p e r a t o r ' s  
fees,  and s a f e t y  i nspec t i ons  and o t h e r  motor  v e h i c l e  fees. 
I nc l udes  f i d u c i a r i e s .  
dl I n  a d d i t i o n  t o  a l l o c a t e d  p o r t i o n  o f  highway use r  taxes  l i s t e d  above, i n -
c ludes  s p e c i a l  f u e l  and gross t o n  m i l e  taxes.  
fl 	Inc ludes  severance, f r a n c h i s e  and a l l  o t h e r  r e g u l a t o r y  business taxes.  
d e c l i n e  f rom f i v e  pe rcen t  t o  l e s s  than f o u r  percen t  f o r  t h e  f i v e  yea r  
per iod .  The es t imates ,  by major  t a x  source, f o r  these years were as 
f o l lows : 
D o l l a r  Amounts i n  M i l l i o n s  
Non-Resi dent  Taxes 1972 1975 1976 1977 - - - -  
I n d i v i d u a l  income taxes $ 1.0 $ 2 . 2  $ 2 . 1  $ 2 . 1  
R e t a i l  sa les  taxes 15.0 16.5 18.2 19.9 
Motor f u e l  taxes 7.9 9.4 10.3 10.6 
C i g a r e t t e  taxes 1.7 1.2 1.5 1.5 
A1 coho1 ic beverage taxes 1.6 1.9 2.0 2.4 
To t;a 1  $27.2 $31.2 $34.1 $36.5 
The non- res iden t  i n d i v i d u a l  income t a x  was de r i ved  f rom the  
CTPS income t a x  ana l ys i s .  The non- res iden t  sa les  t a x  es t imate  was based 
on t o u r i s t  and r e c r e a t i o n a l  spending i n f o r m a t i o n  p rov ided  by t he  Travel  
Market ing Sect ion o f  t he  Colorado D i v i s i o n  o f  Commerce and Development 
and t he  Colorado V i s i t o r s  Bureau. The r a t i o  o f  non- res iden t  sa les  t a x  
c o l l e c t i o n s  t o  t o t a l  n e t  sa les  t a x  c o l l e c t i o n s  d i r e c t l y  a l l o c a t e d  t o  
households was used as t h e  bas i s  f o r  e s t i m a t i n g  exc i se  taxes on motor 
f u e l ,  c i g a r e t t e s  and a l coho l  i c  beverages purchased by non-res idents  i n  
Col orado. 
The f i n a l  adjustment f o r  purposes o f  r e s i d e n t  t a x  burden 
ana l ys i s  was t h e  i n c l u s i o n  o f  vendor d iscoun ts  on sa les,  motor f u e l  
and c i g a r e t t e  taxes r e t a i n e d  by merchants as compensation f o r  t h e i r  
cos ts  o f  t a x  c o l l e c t i o n .  Al though n o t  i nc l uded  i n  e i t h e r  t he  gross 
o r  n e t  taxes repo r ted  by t h e  Department o f  Revenue, these d iscounts  i n  
e f f e c t  were: 3  1/3 pe rcen t  on gross sa les  t a x  c o l l e c t i o n s ;  about 2  1/2 
percen t  on gross motor f u e l  t a x  c o l l e c t i o n s ;  and f o u r  percen t  on gross 
c i g a r e t t e  t a x  c o l l e c t i o n s .  The cos t  o f  s t a t e  vendor d iscounts  were es-
t ima ted  t o  have inc reased  f rom $9.6 m i l  1  i o n  i n  1972 t o  about $1 3.5 mi 1  -
l i o n  i n  1977. The s p e c i f i c  d iscoun ts  were as f o l l o w s :  
D o l l a r  Amounts i n  M i l l i o n s  Vendor Discounts  
on Resident Taxpayers - - - -1975 1976 19771972 
R e t a i l  sa l es  taxes $ 6.4 $ 8.4 $ 9.4 $10.4 
Motor f u e l  taxes 2.3 2.2 2.3 2.4 
C i g a r e t t e  taxes ----.6 .7.9 .6 
To ta l  $ 9.6 $11.2 $12.3 $13.5 
On the basis of a l l  of the above adjustments, the estimated s t a t e  to ta l  
tax 1iabi l  i ty averaged 93 percent of the reported net tax collections 
during the 1972-1 977 period. 
Table A-3 also shows the apportionment of the adjusted s t a t e  
taxes between resident households and business. For example, in f i sca l  
year 1977, household or d i rec t  taxes amounted to  $664.1 million, or a l -  
most 71 percent of the estimated CTPS total  of s t a t e  taxes. The busi- 
ness or indirect tax share amounted to  $274.5 million. The l a t t e r ,  of 
course, i s  ultimately borne by individuals since such taxes e i ther  rep- 
resent business costs that  are reflected in market prices or decreases 
i n  after-tax profi ts  , dividends or undistributed corporate earnings. 
For the purposes of th i s  study, the individual income tax and the ex-
cises on cigarettes and alcoholic beverages ( a f t e r  adjustment for  non- 
resident taxes) were treated as direct levies on Colorado resident 
households. The corporation income tax and insurance, gas and o i l ,  
severance and a l l  other franchise and regulatory business taxes were 
classif ied as indirect or  business taxes. The remaining major s t a t e  
taxes -- the sales and use tax and the highway user taxes -- were ap- 
portioned between these two broad categories of tax revenues on the 
basis of information provided by the Research and S ta t i s t i c s  Section 
of the Colorado Department of Revenue. The specif ic  rat ios  used and 
the apportionment of s t a t e  sales  and use tax and highway user taxes 
between households and business firms for  f iscal  year 1977 are shown 
in Table A-5. 
Adjustment and Classification of Local Taxes 
Tax collections of local governments were treated in a manner 
similar to  that  described above for  adjusting and allocating s t a t e  taxes 
Colorado local governments generally operate on a calendar year basis 
and the most recent data available on a uniform statewide basis were 
for  calendar year 1976 which overlaps f iscal  year 1977 by s ix  months. 
In consideration of the relat ive importance of the property tax compo- 
nent in the total  local tax picture and the fac t  that  such taxes were 
paid i n  1976, the reported data were used as the base for local taxes 
for  f iscal  year 1977. A summary of the adjustments made to  these 
levies and the i r  apportionment between households and business are 
shown i n  Table A-4. 
TABLE A-4. SUMMARY OF COLORADO LOCAL TAXES 
ALLOCATED BETWEEN HOUSEHOLDS AND BUSINESS, 
FISCAL YEARS 1972-1977 
(Money amounts i n  m i l l i o n s  o f  do1 l a r s )  
Reported Net Tax C o l l  e c t  ions  $604.9 $816.3 $912.0 $1,034.2 
Adjustments 
Nonal l ocab le  taxes- b/ - 5.1 - 6.0 - 6.1 - 6.4 
Non-resident t a x  c o l l  ec t i ons  - 6.0 - 9.4 -10.1 - 11.4 
Old age p roper ty  t a x  c r e d i t  - - - 6.8 - 9.6 - 8.9 
Vendors d iscounts  on sa les  and 
exc i se  taxes + 2.2 + 4.1 + 4.5 + 5.3 
To ta l  Adjustments - '8.9 -18.1 -21.3 - 21.4 
To ta l  Local  Taxes $596.0 $798.2 $890.7 $1,012.8 
Taxes on Resident Households 
Res iden t i a l  Proper ty  

Sales and Use 

C i g a r e t t e  

Speci fic Owners h ip Tax 

To ta l  Household Taxes 
Taxes on Business 
Non-Resi d e n t i  a1 Proper ty  

Sales and Use 

Other Business Taxes- c/ 

To ta l  Business Taxes 
Revised da ta  f o r  f i s c a l  years 1972 and 1975. 
Represents employee's share of  Denver Occupation Tax. 
4/ Inc ludes  business share o f  S p e c i f i c  Ownership Tax. 
TABLE A-5. APPORTIONMENT OF COLORADO STATE SALES AND 

HIGHWAY USER TAXES BETWEEN HOUSEHOLDS AND BUSINESS, 

FISCAL YEAR 1977 

R a t i o  o f  
Households Do1 l a r  Amounts (000)  
t o  Bus iness T o t a l  Households Bus iness  
A. Sales and Use Taxes : 
Food and appa re l  
Personal  s e r v i c e s  and m i s c e l  laneous 
r e t a i  1  t r a d e  
General mdse. , f u r n i t u r e ,  app l  iances , 
au tos ,  a u t o  part.s and accessor ies ,  
h o t e l s  and l o d g i n g s  
E a t i n g  and d r i n k i n g  p laces  
E l e c t r i c ,  gas, communicat ions, t r a n s -
p o r t a t i o n ,  u t i l i t i e s  
d ldg .  m a t e r i a l s ,  hardware and farm 
equipment 
Agr., m i n i n g ,  c o n s t r u c t i n n ,  manuf., 
whsle. t r a d e ,  f i nance ,  bus iness  
s e r v i c e s  , NCE 
Net  Sa les  Tax 
Less: Food t a x  c r e d i t  
Non - res i den t  s a l e s  t a x  
P lus :  Ne t  use  t a x  
Vendor d i s c o u n t s  
' o t a l  Res iden t  Sa les  & Use Tax 
Highway User Taxes 
Motor  f u e l  t a x e s  
Motor  v e h i c l e  and ope ra to r s  
l i c e n s e s  and o t h e r  fees  
l e c i a l  f u e l  and t o n - m i l e  taxes  
Repor ted  Highway User Taxes 
Less : Non-res i d e n t  moto r  f u e l  t axes  
P lus :  Vendor d i s c o u n t s  on moto r  
f ue 1  
Vendor d i s c o u n t s  on spec. 
f u e l  
T o t a l  Res iden t  Highway User Taxes 
I n c l u s i v e  o f  non - res i den t s ,  t h e  r a t i o  was 75/25. 
The t o t a l  of  r epo r ted  l o c a l  taxes f o r  f i s c a l  yea r  1977 amounted 
t o  $1,034.2 m i l l i o n ,  o f  which $791.1 m i l l i o n  o r  a lmost  77 percen t  repre -  
sented l o c a l  p rope r t y  taxes. A1 1  o t h e r  l o c a l  l e v i e s  (sa les,  c i g a r e t t e ,  
s p e c i f i c  ownership, f r a n c h i s e  and o t h e r  r e g u l a t o r y  business taxes)  t o -
t a l e d  o n l y  $243.1 m i l  1  i on .  The adjustments made f o r  nonal l ocab le  taxes,  
non-res ident  t a x  c o l l e c t i o n s ,  o l d  age p rope r t y  t a x  c r e d i t s  and vendor 
d iscounts  amounted t o  $21.4 m i l l i o n .  Thus, on an ad jus ted  bas is ,  t h e  
t o t a l  l o c a l  t a x  on Colorado res iden t s  amounted t o  $1,012.8 m i l l i o n .  
The s p e c i f i c  adjustments made i n  l o c a l  taxes f o r  the CTPS 
study were as f o l l o w s :  t he  exc lus ion  o f  t he  employee share o f  t he  
Denver c i t y  occupat ion t a x  s i nce  these l e v i e s  cou ld  n o t  be a l l o c a t e d  
among taxpayers by income c lasses;  t he  exc lus ion  o f  est imated non- 
r e s i d e n t  sa les  and c i g a r e t t e  taxes based on t h e  method used f o r  com- 
p u t i n g  non-res ident  s t a t e  taxes;  the  reduc t i on  o f  t h e  r e s i d e n t i a l  prop- 
e r t y  t a x  by t he  o l d  age p r o p e r t y  t a x  c r e d i t s  f o r  t h e  year ;  and t he  add i -  
t i o n  o f  vendor d iscoun ts  on l o c a l  sa les  and c i g a r e t t e  taxes. The spe- 
c i f i c  d iscounts  used f o r  l o c a l  taxes were: two pe rcen t  on Denver sa les  
t a x  c o l l e c t i o n s ;  an average o f  3  1/3 percen t  on t he  t o t a l  o f  a l l  o t h e r  
mun ic ipa l  and county  gross sa les  t a x  c o l l e c t i o n s ;  and f o u r  percen t  on 
gross c i g a r e t t e  c o l  l e c t i o n s  . 
The ad jus ted  l o c a l  t a x  t o t a l s  a l s o  were appor t ioned between 
households and business f i rms .  C i g a r e t t e  taxes were c l a s s i f i e d  as 
d i r e c t  l e v i e s  ; a1 1  u t i  1  ity , f ranch i se  and r e g u l a t o r y  taxes as i n d i r e c t .  
The s p e c i f i c  ownership t a x  was a l l o c a t e d  on t h e  bas i s  o f  motor v e h i c l e  li-
censes. Also, t h e  two major  sources o f  l o c a l  t a x  revenues -- p r o p e r t y  
and sa les  taxes -- had t o  be sepa ra te l y  appor t ioned  between households 
and business. The l o c a l  sa les  t a x  was appor t ioned  on the  bas is  o f  t h e  
r a t i o s  descr ibed above f o r  a l l o c a t i n g  t he  s t a t e  sa les  and use taxes. 
Table A-6 shows t he  d e r i v a t i o n  by income c l ass  o f  t he  r e s i -  
d e n t i a l  p o r t i o n  o f  t he  t o t a l  p rope r t y  t ax .  It was es t imated  t h a t  t he  
n e t  r e s i d e n t i a l  p r o p e r t y  t a x  f o r  f i s c a l  y e a r  1977 amounted t o  $382.0 
m i l l  i o n ,  o r  48.3 percen t  o f  the  t o t a l  p r o p e r t y  t a x  repo r ted  f o r  t h a t  
year.  Th is  a l l o c a t i o n  was based on an impu ta t i on  method which assumed 
t h a t  p rope r t y  taxes on ren te r -occup ied  housing u n i t s  a re  s h i f t e d  
TABLE A-6. DERIVATION OF COLORADO RESIDENTIAL PROPERTY TAXES, 

FISCAL YEAR 1977 

Adjusted Gross Income Classes 
Under $5,000 $10,000 $15,000 $25,000 
$5,000 t o  $10-,000 t o  $15,000--t o  $25,000 and Over To ta l  
To ta l  number o f  res iden t  h o u s e h o l d s ~ l  320,473 217,301 

Percent o f  t o t a l  w i t h  r e a l  e s t a t e  

t a x  deductions on i temized r e t u r n s  3.6% 17.4% 40,%% 67.2% 86.9% 34.5% 

Average proper ty  t ax  on re tu rns  w i t h  

r e a l  es ta te  t a x  deduct i o n s y  -- $527 $501 $561 $831 --
Average proper ty  ax imputed t o  a11 
o the r  households3 $196 $264 $301 $414 $665 - -
Weighted average proper ty  t a x  f o r  
a11 households $196 $310 $383 $513 $809 $380 
Tota l  Property Taxes ($000) : 
Households w i t h  r e a l  e s t a t e  t a x  
deduct i ons $ -- $19,926 $34,657 $ 82,043 $75,289 $211,915 
A11 o ther  households 62,813 47,386 30,202 29,548 9,069 179,018 
Tota l  p roper ty  t a x  $62,813 $67,312 $64,859 $111,591 $84,358 $390,933 
Less: Old age proper ty  t a x  c r e d i t  - 8,899 - 8 -- -- -- - 8,907 
Net p roper ty  t a x  
/ Includes 76,926 households which f i l e d  r e t u r n s  f o r  food t a x  c r e d i t  on ly .  
A l l  r e tu rns  i n  t h e  f i r s t  income s t ra tum were t r e a t e d  as non- i temized r e t u r n s  because o f  t h e  r e l a t i v e l y  smal l  
number o f  i temized r e t u r n s  w i t h  p rope r t y  t a x  deduct ions. ~1 
Imputed average t a x  f o r  f i r s t  income s t ra tum based on consumer housing expendi ture r a t i o s  developed f rom BLS 
1973 Consumer Expenditure Study ad jus ted  t o  1977 basis .  
forward and t h a t  such average taxes approximate, b u t  a re  sma l l e r  than, 
those on owner-occupied u n i t s  o f  f a m i l i e s  o f  comparable income and 
household s i ze .  The 1977 CTPS i n d i v i d u a l  income t a x  ana l ys i s  p rov ided  
average household r e a l  e s t a t e  t a x  deduct ions on i t e m i z e d  r e t u r n s  c l a s s i -  
f i e d  by ad jus ted  gross income. The r a t i o  o f  taxpayers r e p o r t i n g  such 
deduct ions t o  t h e  t o t a l  number of taxpayers i n  each income s t ra tum 
v a r i e d  d i r e c t l y  and s i g n i f i c a n t l y  w i t h  t h e  l e v e l  o f  income -- f rom l e s s  
than f o u r  percen t  f o r  those w i t h  an ad jus ted  gross income under $5,000 
t o  87 percen t  f o r  those w i t h  incomes o f  $25,000 o r  more. For t he  f o u r  
h i ghes t  income s t r a t a  (ad jus ted  gross incomes o f  $5,000 o r  more), the  
average r e a l  e s t a t e  t a x  deduct ions repo r ted  on t h e  i t em ized  re tu rns ,  
ad jus ted  f o r  a consumer preference f a c t o r ,  were then imputed as t he  
r e s i d e n t i a l  p r o p e r t y  t a x  burden f o r  taxpayers o f  comparable incomes 
who f i l e d  non- i temized income t a x  r e t u r n s .  However, f o r  households 
i n  the  lowes t  income s t ra tum,  i n c l u d i n g  those which had f i l e d  r e t u r n s  
f o r  food t a x  c r e d i t  o n l y ,  t h e  above method o f  e s t i m a t i n g  r e s i d e n t i a l  
p rope r t y  taxes cou ld  n o t  be used because o f  t h e  r e l a t i v e l y  smal l  number 
o f  i t em ized  r e t u r n s  w i t h  r e a l  e s t a t e  t a x  deduct ions. Instead,  res iden-
t i a l  p rope r t y  taxes f o r  t h i s  income ca tegory  were es t imated  on the  bas is  
o f  a computed r a t i o  of r e a l  e s t a t e  taxes t o  nontaxable housing expendi-  
t u r e s  ( i .e . ,  n o t  s u b j e c t  t o  sa les  t a x )  developed f rom the  BLS Consumer 
Expenditure Study f o r  1973,- 3/ ad jus ted  t o  a 1977 bas is .  
~ u . s .D e ~ a r t m e n t  o f  Labor. Bureau o f  Labor S t a t i s t i c s .  Consumer E x ~ e n d i  -
t u r e  survey Ser ies  : ~ n t e r v i e w  Survey, 1972-73; 455-4,~ e ~ o r t  washing-
ton,  D.C., 1917. 
APPENDIX B 
DERIVATION OF HOUSEHOLD INCOME AND ALLOCATION 

OF TAXES BY MAJOR INCOME CLASSES 

The ex ten t  t o  which a " t a x  p r o f i l e "  corresponds t o  the  ac tua l  
burden o f  s t a t e  and l o c a l  taxes borne by the  poor, the middle c lass  and 
the  r i c h  depends n o t  o n l y  on how accura te ly  t he  income and t a x  data are  
measured, b u t  on the v a l i d i t y  o f  the  income concept and the reasonable- 
ness o f  the t a x  a1 l o c a t i o n s  developed f o r  the  ana lys is .  This appendix 
describes both the income measure and t a x  a l l o c a t i o n s  used f o r  t h i s  
s tudy . 
Income Measures f o r  Tax Burden Analys is  
It i s  genera l l y  recognized t h a t  the  ad jus ted  gross income 
repo r ted  on t a x  re tu rns  i s  n o t  an adequate measure o f  income f o r  t a x  
burden ana lys is  because o f  impor tan t  d i f f e rences  between the economic 
and s t a t u t o r y  d e f i n i t i o n s  o f  income. The l a t t e r  excludes var ious forms 
o f  money income which a re  considered t o  be p r i m a r i l y  t r a n s f e r  payments, 
such as pub1ic and p r i v a t e  we1 f a r e  payments, s o c i a l  s e c u r i t y  payme~ts  ,
veterans bene f i t s ,  unemployment compensation, and po r t i ons  o f  p r i v a t e  
pensions and re t i rement  income. I n  cont ras t ,  the  economic concept o f  
income (e.g., the personal income measure i n  the  na t i ona l  income ac- 
counts) ,  i n  a d d i t i o n  t o  t r a n s f e r  payments, inc ludes  sundry forms o f  
imputed income, such as imputed r e n t a l  income on owner-occupied r e s i -  
dences, imputed i n t e r e s t  on insurance and savings , and ernpl oyer con-
t r i b u t i o n s  t o  pension funds. The magnitude o f  the  d i f f e rence  between 
these income concepts on a n a t i o n a l  basis ,  f o r  example, i s  i n d i c a t e d  
by the  f a c t  t h a t  the t o t a l  ad jus ted  gross income repor ted  on federa l  
income t a x  r e t u r n s  represen ts  o n l y  about 76 pe rcen t  of t he  t o t a l  per -
sonal income computed on a  n a t i o n a l  income accounts basis.-1/ 
In te rmed ia te  measures o f  income a l s o  have been developed i n  
the  form o f  m0ne.y income, e i t h e r  be fo re  o r  a f t e r  t a x ,  as repo r ted  by 
respondents i n  sample surveys conducted by t h e  Bureau o f  t he  Census 
and o t h e r  governmental agencies. Such money income measures b a s i -
c a l l y a r e  i n  accord w i t h  t h e  popu la r  concept o f  income s ince  they 
gene ra l l y  exclude imputed income b u t  i n c l u d e  t he  major  types o f  non-
taxab le  money t r a n s f e r s  as w e l l  as t a x  exempt i n t e r e s t ,  d iv idends and 
cap i  t a l  gains . 
I n  o rde r  t o  o b t a i n  an a l t e r n a t i v e  measure which would more 
c l o s e l y  correspond t o  t h e  convent ional  concept o f  income and p rov ide  
a broader base than t h e  ad jus ted  gross income r e p o r t e d  on Colorado 
income t a x  r e t u r n s ,  an ad jus ted  broad income measure was developed 
f o r  the  o r i g i n a l  Colorado Tax P r o f i l e  Study. The ad jus ted  broad i n -  
come presented i n  t h i s  r e p o r t  was based on a  recen t  s tudy prepared 
by t he  Bureau o f  t h e  Census which prov ides a d e t a i l e d  ana l ys i s  o f  
household money income f o r  a l l  f a m i l i e s  and un re la ted  i n d i v i d u a l s  
i n  t he  Un i t ed  S ta tes  f o r  1975.- 2/ The p resen t  a n a l y s i s  a l s o  adapted 
t he  P r o j e c t o r  and B r e t z  es t imates  o f  unde r repo r t i ng  o f  t r a n s f e r  income 
which were based on t he  Census Bureau survey o f  1973 f a m i l y  income.- 3/ 
1 / ~ h e  most r ecen t  a v a i l a b l e  data f o r  a n a t i o n a l  comparison, shows t h a t  
t he  t o t a l  ad jus ted  gross income repo r ted  on 1975 f ede ra l  t a x  r e t u r n s  
amounted t o  $948 b i l l  i on ,  o r  76 percen t  o f  t h e  $1,247 b i  11 i o n  o f  na-
t i o n a l  personal income f o r  t h a t  year .  S i m i l a r l y ,  f o r  Colorado t h e  
ad jus ted  gross income repo r ted  on t he  1976 s t a t e  income t a x  r e t u r n s  
was $12.6 b i l l i o n ,  o r  76 percen t  o f  t he  $16.6 b i l l i o n  est imated as 
t he  s t a t e ' s  t o t a l  personal  income. See U.S. I n t e r n a l  Revenue Ser- 
v i ce ,  P re l  i m i n a r . ~  s t a t i s t i c s  o f  Income--1975, I n d i v i d u a l  Income Tax 
~eturn-nfton, D.C. , 1977; U.S. ~ e ~ a r t m e n t  Surveyo f Commerce, 
o f  Current  Business, August 1977; and Colorado S t a t i s t i c s  o f  Income, 
F i s c a l  Year 1977, CLC Research P u b l i c a t i o n  No. 230, December 1977. .-., 

Y ~ . ~ .  "Money Income i n  1975 o f  Fami l ies  and 
Bureau o f  t h e  Census, 
Persons i n  t he  Un i t ed  States,"  Current  Popu la t ion  Reports, Ser ies  
P-60, No. 105, Washington, D.C., June 1977. Unpubl ished da ta  on 
t he  components o f  money income r e c e i  ved by u n r e l a t e d  i n d i v i d u a l  s  
i n  1975 were p rov ided  by the  Census Bureau. 
~ ' D . s .  P r o j e c t o r  and J.S. Bre tz .  "Measurement o f  T rans fe r  Income i n  
t he  c u r r e n t  Popu la t ion  survey;" The Personal D i s t r i b u t i o n  o f  Income 
and Wealth, Na t i ona l  Bureau o f  Economic Research, 
Chapter 12. 
1-New York, 
In both instances, the household transfer income was classif ied by 
Census money income levels.  After converting the Census money income 
in to  corresponding adjusted gross income classes,  ra t ios  of transfer 
income to adjusted gross income were derived. By applying these ra t ios  
to  the 1977 Colorado adjusted gross income for  each stratum of house- 
holds, i t  was possible to  develop estimates of the transfer income t o  
be included in the CTPS adjusted broad income for  f iscal  year 1977. 
Based on the above methodology, the estimate of total  money transfers 
received by Colorado households was $1,987 mi 11 ion or only 2.1 percent 
less  than the $2,029 mi 11 ion (inclusive of non-money t ransfers)  e s t i  -
mated by the U.S. Department of Commerce as the total  transfer income 
fo r  Colorado residents for  that  year.- 41 
In addition t o  the above money t ransfer  income adjustment, 
the CTPS adjusted broad income measure includes an estimate of the 
tax exempt capital gains, dividends, in te res t  and contributions to  
retirement plans s ta tu tor i ly  excluded from adjusted gross income. 
An estimate of such income for  Colorado was derived from the 1976 
"tax expenditure" data presented in the U.S. Treasury, Special Budget 
Analysis, Fiscal Year 1978.2' I t  amounted to  $566 mill ion, or 4.5 
percent of the Colorado total  adjusted gross income of $12,583 million 
for  f iscal  year 1977. This non-transfer money income excluded from ad- 
j usted gross income, in turn,  was allocated among the income s t r a t a  on 
the basis of the distribution of fanily property income reported by the 
Bureau of the Census.- 61 
A summary of the f inal  adjustments made to  the CTPS 1977 ad- 
justed gross income in order to  derive the corresponding adjusted 
broad income used as the al ternat ive base for  the tax burden analyses 
i s  shown in the tabls  below. 
~ u . s .Department of Commerce, Survey of Current Business, August 1977. - .  
/u.s. Treasury, Special Analysis : Budget of the U .  S. Government, 
Fiscal Year 1978, Washington D . C . ,  1977. 
~ u . s .Bureau of the Census, "Money Income i n  1975 of Families and 
Persons in the United States ,"Curre ulation Reports, Series 
P-60, No. 105, Washington, D . C . ,  Jun 
TABLE B-1 . DERIVATION OF ADJUSTED BROAD INCOME FOR THE 

COLORADO TAX PROFILE STUDY, FISCAL YEAR 1977 

A C D 
Average 
Adjusted 
Rat io  o f  
Excl uded 








Income TaxIncome-Ex !9t Trans fer  Income Factor  (I+B+C) In come (AxD 
FTC Househol ds- b/ .234g1 1.2349 $ 1,972 
Other under $5,000 .8942 1 .go91 5,064 
Tota l  under $5,000 1 .I291 2.1440 $ 4,322 
$5,000 t o  $10,000 
$10,000 t o  $15,000 
$15,000 t o  $25,000 
$25,000 and over 
To ta l  F i l i n g  
Returns 
Tota l  I n c l  ud in 
%IFTC Households- $12,226 .0449 . I579 1.2028 $14,707 
&/cap i ta l  gains, d iv idends,  i n t e r e s t  and pension con t r i bu t i ons .  
b /~ouseho lds  which f i l e d  re tu rns  f o r  food t a x  c r e d i t  on ly .  
r1weighted t o t a l s  and r a t i o s  based on t o t a l  d o l l a r  amounts. 
The Consumer Expenditure P r o f i l e  
I n  o rder  t o  a l l o c a t e  Colorado s t a t e  and l o c a l  expendi ture 
taxes on r e t a i l  sa les,  c i g a r e t t e s ,  l i q u o r  and gaso l ine  as w e l l  as bus i -
ness taxes s h i f t e d  forward t o  consumers, i t  was necessary t o  develop an 
appropr ia te  consumer expendi ture p r o f i  l e  o f  Colorado household expendi -
t u r e s  , c l a s s i f i e d  by household income l e v e l .  The most comprehensive 
data on consumer spending by American households are prov ided by the 
U.S. Bureau o f  Labor S t a t i s t i c s '  r e c e n t l y  pub l i shed d i a r y  and i n t e r -  
view consumer expendi ture surveys f o r  1972 and 1973.1' The d e t a i l e d  
household expendi ture and income data conta ined i n  these repo r t s  were 
used as the  basis  f o r  a l l o c a t i n g  the sales, exc ise  and i n d i r e c t  
business taxes among households a f t e r  t he  income measures were made 
comparable and the  expend i tu re  ou t l ays  were ad jus ted  f o r  the  p r i c e  
i n f l a t i o n  between 1973 and 1977. I n  accord w i t h  t h e  d e f i n i t i o n s  o f  
t a x a b l e  commodities and se rv i ces  under Colorado 's  p resen t  sa les  and 
exc i se  laws, t he  es t imated  average household expend i tu res  were c l a s s i -
f i e d  i n t o  t axab le  and nontaxable ca tegor ies .  Averages were a l s o  de- 
veloped f o r  t h e  s p e c i f i c  ca tego r i es  o f  housing, food  consumed a t  home, 
gaso l ine ,  tobacco, and a l c o h o l i c  beverages. These average data were 
then  used t o  de r i ve  t he  t o t a l  expendi tures f o r  each major  category 
o f  spending, c l a s s i f i e d  by income l e v e l ,  i n  o r d e r  t o  o b t a i n  t he  cu r -
r e n t  p a t t e r n  o f  consumption expendi tures o f  Colorado households. 
As a benchmark, t he  es t imated  Colorado s t a t e  sa les  t a x  on 
r e s i d e n t  households f o r  f i s c a l  yea r  1977, computed on the  bas is  o f  
t h e  above methodology, amounted t o  $214.0 m i l  1 i o n ,  o r  97.9 percen t  
o f  t he  $218.7 m i l l i o n  o f  sa les  t a x  l i a b i l i t y  d e r i v e d  f rom the  r e -
p o r t e d  n e t  sa les  and use t a x  c o l l e c t i o n s  f o r  t h a t  y e a r  (Appendix A, 
Table A-3). The s p e c i f i c  1977 consumer expendi t u r e - i  ncome r a t i o s  
developed f o r  t he  CTPS a n a l y s i s  a re  summarized below: 
TABLE B-2. RATIOS OF CONSUMER EXPENDITURES TO ADJUSTED GROSS AND 

BROAD INCOMES USED I N  THE COLORADO TAX PROFILE STUDY, 

FISCAL YEAR 1977 

Colorado Consumer 
Expendi tures as Rat ios  o f :  
Adjusted Adj us t e d  
Gross Income -Broad Income 
Taxable T o t a l  Taxable To ta l  
Expendi - Expendi - Expendi - Expendi -
Income Classes tures -- turest u r e s  t u r e s  
Under $5,000 1.661 2.834 .790 1.348 
$10,000 t o  $15,000 ,649 1 .OOO .553 .851 
$15,000 t o  $25,000 .5 72 .858 ,516 .775 
$25,000 and over  .396 .612 --.355 ,548 
To t a  1 .611 .953 ,508 .792 
Tax A l l o c a t o r s  Used f o r  Burden Ana lys is  
The a l l o c a t i o n s  of  i n d i v i d u a l  s t a t e  and l o c a l  taxes by income 
c l a s s  were made on t h e  f o l l o w i n g  bas is :  
I n d i v i d u a l  income t a x  -- a l l o c a t i o n  ob ta i ned  d i r e c t l y  f rom 
the  CTPS independent computer a n a l y s i s  o f  a s t r a t i f i e d ,  
random sample o f  1976 Colorado i n d i v i d u a l  income t a x  r e -
t u r n s  f i l e d  i n  1977 and prepared f o r  t h e  companion r e p o r t ,  
Colorado S t a t i s t i c s  o f  Income, 1977. A d e s c r i p t i o n  o f  the  
sample and i t s  s t a t i s t i c a l  r e l i a b i l i t y  i s  presented i n  
Appendix A o f  t h a t  r e p o r t .  
0 Sales and use taxes -- the  d i r e c t  p o r t i o n s  o f  s t a t e  and 
l o c a l  sa les  and use taxes were a1 l o c a t e d  on t he  bas is  o f  
taxab le  consumer expendi tures t o  ad jus ted  gross income 
developed f rom U.S. Bureau o f  Labor S t a t i s t i c s ,  1973 Sur-
vey o f  Consumer Expenditures, ad jus ted  t o  a 1977 bas is  f o r  
purposes o f  t h e  CTPS ana lys is .  The i n d i r e c t  p o r t i o n s  o f  
these taxes were a l l o c a t e d  by use o f  t o t a l  consumer expendi-
t u r e  r a t i o s  s i nce  such taxes represen t  business costs  as-
sumed t o  have been s h i f t e d  t o  the  consumer through market 
p r i c e  . 
0 Excise taxes -- the  c i g a r e t t e ,  a l c o h o l i c  beverage, spe-
c i f i c  ownership and t h e  d i r e c t  p o r t i o n s  o f  highway user 
taxes a l s o  were a l l o c a t e d  on t he  bas i s  o f  updated Survey 
o f  Consumer Expendi ture data. Ra t ios  o f  consumer ex-
pendi t u r e s  f o r  these p a r t i c u l a r  items t o  ad jus ted  gross 
income were developed and a p p l i e d  t o  t h e  CTPS t a x  data. 
The i n d i r e c t  p o r t i o n  o f  t he  highway user  taxes was a l l o -
ca ted  on t he  bas i s  o f  t o t a l  consumer expend i tu re  r a t i o s .  
Proper ty  taxes -- t h e  a l l o c a t i o n s  o f  r e s i d e n t i a l  p rope r t y  
taxes by income c lasses were based on t h e  CTPS i n d i v i d u a l  
income t a x  a n a l y s i s  which p rov ided  d e t a i l e d  data on the  
number and amount o f  r e a l  e s t a t e  t a x  deduct ions repo r ted  
on i t em ized  r e t u r n s  and on t he  Survey o f  Consumer Ex- 
pendi t u r e  data f o r  she1 t e r  expendi tures.  Non-residen-
t i a l  p rope r t y  taxes were a1 l o c a t e d  on t h e  same bas is  as 
o t h e r  business taxes,  i.e. , the  r a t i o s  o f  t o t a l  consumer 
expendi tures t o  ad jus ted  gross income. 
a 	 Corporat ion income t a x  -- one-ha l f  o f  t h i s  t a x  was as-
sumed t o  be s h i f t e d  fo rward  t o  consumers and a l l o c a t e d  
on t he  same bas i s  as t he  o t h e r  i n d i r e c t  taxes descr ibed 
above. The remainder was assumed t o  be borne by e q u i t y  
s tockho lders  and a l l o c a t e d  on t h e  bas i s  o f  t he  d i s t r i b u -  
tion o f  co rpora te  d iv idends  by ad jus ted  gross income 
c lasses as r e p o r t e d  by t he  I n t e r n a l  Revenue Serv ice i n  
t h e  S t a t i s t i c s  o f  Income, I n d i v i d u a l  Income Tax Returns, 
-1973. 
a 	 Other business taxes -- t h i s  ca tegory  i nc l udes  a l l  taxes 
l e v i e d  on business f i r m s  o t h e r  than t h e  corpora te  income 
tax .  As i n  t h e  case of  a l l  o t h e r  business cos ts ,  these 
business taxes were assumed t o  be i n d i r e c t l y  borne by 
households and acco rd ing l y  were a l l o c a t e d  on t he  bas i s  
o f  the  r a t i o s  of  t o t a l  consumption expendi tures t o  income. 
